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The Municipal Power Plant Enters the 
Arena of Debate 


Tue “power issue” is not merely threatening to enter the brewing political 
campaign; it has already entered it. Radical politicians and government 
ownership advocates are accusing the utilities of plundering the public— 
of resorting to corrupt financial practices and of bribing public officials, 
the press, and the schools. On the other hand the utilities are accusing 
the radical politicians of agitating distrust of the established American 
principles of private ownership and of commission regulation, for the sel- 
fish purpose of making votes for themselves and of placing within their 
reach patronage which they can dispense. The author of this series of 
articles maintains that the socialistic doctrine of government ownershit 
is a threat to all industry—and that the time has come when the identity, 


purposes, and plans of the real plunderbund should be revealed. 
—Epitor1aL Note. 


By ERNEST GREENWOOD 








enough to the Socialist Party 
and such allied organizations as 
The League for Industrial Democ- 
racy, the Public Ownership League of 
America, the National Popular Gov- 
ernment League, and the People’s 


[ F one listens long enough and hard 


Legislative Service, he will become 
absolutely convinced that the move- 
ment for municipal ownership of pub- 
lic utilities is spreading throughout 
the United States like the proverbial 
wildfire and that all present existing 
municipal ownership projects are due 
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entirely to the activities of these self- 
appointed guardians of the social and 
economic welfare of a public which 
has no idea how to take care of it- 
self. They really make out a very 
good case if one is inclined, after the 
manner of at least one well-known 
Federal Commission, to hold an ex 
parte hearing and pass judgment on 
the array of alleged facts, half truths, 
interpretations, and plain misstate- 
ments which they present. 


Bree claim that the development of 
municipal ownership sentiment 
in this or that community, or its trans- 
lation into an accomplished fact, is 
due largely to the gradual acceptance 
of socialistic or communistic doctrines 
stimulated by the activities and “edu- 
cational’ propaganda of any one or 
all of these organizations is not true. 
Nor is it true that municipal own- 
ership of public utilities had its incep- 
tion in socialism or communism. 
To say that any one of the hun- 
dreds and even thousands of com- 
munities in the United States which 
own their own waterworks, light and 
power plants, or street car lines, are 
essentially socialistic is to insult the 
intelligence of the citizens of those 
communities and give the lie to elec- 
tion statistics, which do not indicate 
any great growth of socialistic senti- 
ment in the United States. Except by 
indirection, neither the socialist nor 
any of the various organizations 
working along similar lines has made 
any material contribution to the pro- 
gression or retrogression—it is now 
steady retrogression—of municipal 
ownership and operation of any kind 
of a business. They have, of course, 
bitterly attacked utilities and have 


urged political ownership, but usually 
from an economic standpoint. 


HE facts are that municipal own- 

ership of public utilities had its 
inception in the early days of the in- 
dustry when the services of these 
utilities were largely experimental, 
gave little indication of the great fu- 
ture which they were destined to have, 
and had little or nothing to offer pri- 
vate capital in the way of conserva- 
tive investment. 

In spite of a rapidly growing ex- 
perience with the steam railroads and 
the telephone, electric light and power 
generated in a central station for dis- 
tribution throughout the community 
was looked upon largely as a gamble 
in the late eighties and early nineties. 
It* required comparatively large in- 
vestment in plant and equipment, 
working only a few hours each day 
until the development of the individ- 
ual motor and the use of electrical 
energy for power as well as for arti- 
ficial lighting. The cost of electric 
service was consequently high and 
only the well-to-do could afford it. 
The prospect of the industry ever be- 
coming the basis for sound investment 
and banking that it is today, was so 
remote that capital was enlisted by the 
early pioneers only with the greatest 
difficulty. 

However, the practicability of cen- 
trally generated electricity for street 
and home lighting was demonstrated 
beyond argument and progressive 
communities desirous of obtaining the 
advantages of this new and conven- 
ient form of light, got together and 
installed community plants when it 
was found that private capital would 
not do so. 
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lly This was the beginning of munic-_ tional industry. It has had its black 
ipally owned light and power plants, sheep, and still has a few that are sus- 
pally g 
| and socialism, communism, collectiv- piciously grey in color. To insist that 
- ism, syndicalism, Marxism, or any it has always been “whiter than 
“ other “ism” had nothing to do with snow” and operated entirely by in- 
i it. Its genesis is to be found in the dividuals whose only thought has been 
“ desires of a community to obtain to be of service to their fellow-men is 
a something which it could acquire only _ to be just plain silly. Of course, it is 
of by community action. Hundreds of a business intended to earn money for 
ve these communities in recent years its owners, just like any other busi- 
_ have gladly junked their plants and ness. 
- turned to the great central station, Until the coming of state regulation 
rivately owned and privately operat- as to rates to be charged and quality 
Pp Pp y op 4 
- ed, and offering 24-hour, metropoli- of service to be rendered, the electri- 
id tan service. cal utilities had their full quota of 
od HERE have. of course. been rea. ‘Short-sighted individuals whose only 
: sons for the development of a creed was “charge all the traffic will 
le municipal ownership complex other es hl 
S. than the failure of capital to be inter- ar of pines a pase cite 
1- ested in the installation of a light and 2a phrnract ter gg ete sell 
t, power service to this or that commu- amet — pt rt Senein dee 
y nity. It has frequently happened—and ff 8 ; 1 
1- it should be admitted quite freely— aie onde ak a wig, oa 
al that the management of an existing pee alle Poecnaie pays eh ne 
L. privately owned electric utility has salt. tee Geld tes tenn Ge ai 
ic been of a character to antagonize the ——’ § thi rage d 
d whole community to such an extent purged ” this typ e of individual - 
t that public sentiment has forced the their sn vila italized, under-equipped 
.- installation of a municipal plant. The oes aaa 
it history of the light and power indus- 6 ee has been a third and ex- 
0 try differs little from the history of ceedingly important reason for 
e the railroads or any other great na- municipal ownership of public utilities 
; & Pp portp 


t 
& 
q “THE municipal plant pays no taxes and municipal bonds 


are tax free. This loss in income from taxes must be 
made up by the community. If the community 
can borrow for a little less than the current value it is due 
entirely to the tax free characteristics of municipal securi- 
ties and to the fact that the municipal government can 
force the taxpayers to make up any deficit in earnings. 
which means that the individual citizen is paying as much 
for the capital needed for the municipal plant as he would 
for capital for a private plant.” 
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in certain communities—politics and 
politicians. 

Public service at cost with no profit 
to the money lenders has been a fa- 
vorite cry of politicians campaigning 
for office since time immemorial and 
it always meets with a ready response 
on the part of a certain unthinking 
class of voters. “Down with the pub- 
lic utility grafters’”” always makes a 
good headline and the newspaper- 
reading public eagerly devours stories 
of the alleged criminal intent and ac- 
complishments of those occupying 
high economic and _ social places. 
Sound economic facts make dull read- 
ing and furnish poor ammunition 
with which to combat these emotional 
appeals. 

Politicians in office look upon the 
public services as golden opportunities 
to provide an unlimited number of 
jobs with which to reward the faith- 
ful if only they can get control of 
them. The business being highly 
technical, and requiring much experi- 
ence and training if the public utility 
company is to give the service for 
which it is designed, public utility ex- 
ecutives have always been cold to 
pleas on the part of government offi- 
cials for a wide-open political employ- 
ment door. 

With the coming of state regulation 
and the control of public utilities by 
state regulatory bodies, the public 
utilities are no longer dependent upon 
the good will of municipal officials. 
Hence the cry “municipal ownership” 
in the hope of obtaining jurisdiction 
over the substantial incomes and job 
possibilities of these public service en- 
terprises. “More and bigger payrolls 
for political preference pressure pur- 
poses” might well be their slogan. 


we even though we may 
dismiss the socialists and the 
radicals as a major factor in existing 
municipal-ownership public utility en- 
terprises in the United Siates, they 
refuse to stay dismissed and continue 
to conduct their campaigns for gov- 
ernment ownership and operation in 
the press, in various radical reviews, 
in schools, churches, and over the ra- 
dio, to say nothing of the anterooms 
of Congress, state legislatures, munic- 
ipal councils, and executive offices of 
Federal, state, and municipal govern- 
ments. They have adopted municipal 
ownership as one of their own prog- 
eny of which they are distinctly 
proud, and intimate that it is only the 
fear of municipal ownership, backed 
by the socialist and allied movements, 
which keeps the privately owned and 
operated utility in line in hundreds of 
communities. It becomes necessary, 
therefore, to examine their arguments 
in order to find out if they have any- 
thing constructive to offer and if any 
of them will actually hold water. 


eign arguients in favor of munic- 
ipal ownership and operation of 
local electric light ané power services 
can be placed under three main head- 
ings. These are: (1) social; (2) 
economic; and (3) the quality and 
stability of the service on which the 
people are dependent. 


— basic argument of all advo- 
cates of government ownership 
and operation is that electric light and 
power, like adequate water supplies, 
gas, the telephone, and transportation 
facilities, is an essential commodity if 
the nation is to maintain its present 
standard of living. Because of its 
character, they say in effect, that its 
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ay 
™ The Prospect of Having Political Jobs to Dispense to the 
- Faithful Inspired the Radical Office Seeker 
ey a apceseccapcnien in office look upon the public 
ue services as golden opportunities to pro- 
v- vide an unlimited number of jobs with which 
in to reward the faithful if only they can get con- 
S, trol of them. With the coming of 
a- state regulation the public utilities are no 
1s longer dependent upon the good will of mu- 
c- nicipal officials. Hence the cry ‘municipal 
yf ownership’ in the hope of obtaining jurisdic- 
1- tion over the substantial incomes and job possi- 
il bilities of these public service enterprises.” 
y 
e generation and distribution is neces- of the effect of a policy which leaves 
d sarily a monopoly, whether owned by all business to private enterprise is to 
5 the community, by a few individuals be found in the United States. One 
| within the community, or by a hold- can talk about its being a radical de- 
f ing company which has no interest in parture from American traditions— 








the community other than the earn- 
ings to be derived from the public util- 
ity property. It is manifestly unfair 
to turn over to an individual or a cor- 
poration, they continue, a monopoly 
of what has become an actual neces- 
sity to all of the people and permit 
them to exploit the citizens of the 
community by charging whatever 
rates for service and rendering what- 
ever kind of service they see fit. 

It is a comparatively simple matter 
to reply to these arguments with the 
same sort of glittering generalities. 
One can always show that municipal 
ownership is nothing more or less 
than the substitution of political own- 
ership and operation for private capi- 
tal and private initiative, pointing to 
the fact that the effect of government 
ownership is best illustrated by polit- 
ical, social, and living conditions in 
Soviet Russia, while the best example 


which it is—and call, in a loud tone 
of voice, upon the radicals to prove 
that their methods are economically 
and politically sound. One can quote 
a long line of Presidents, from Jef- 
ferson to Hoover, and point with 
pride to what the electric light and 
power industry, as it is today, has con- 
tributed to present day standards of 
living. 

In doing so, however, one is simply 
borrowing a leaf from the book of the 
socialists when they discuss the social 
phase of the controversy “political 
versus private ownership.” That is, 
dealing in high sounding phrases and 
pseudo idealism without getting down 
to brass tacks, which, after all, is the 
chief criticism of socialist propa- 
ganda. American business has al- 
ways dealt in facts and figures, inter- 
preting history in terms of present- 
day standards of living, and it makes 
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a sorry showing when it strays into 
a field of philosophic detachment. 
What are the facts which should be 
addressed to this basic argument? 


N the first place, it must be remem- 
bered that we are not living in the 
pioneer days of the railroads or the 
public utilities when everything was 
wide open and the devil take the hind- 
most. 

Capitalism itself has progressed in 
its understanding of the fact that the 
interest of the consumer is quite as 
important a consideration in the eco- 
nomic, industrial, and social progress 
of a capitalistic nation as are money, 
labor, materials, and natural resourc- 
es. It recognizes the propriety of or- 
ganizing these interests under the di- 
rection of a representative govern- 
ment and of proper control over 
methods of doing business in the in- 
terest of the public at large. Hence, 
not only acquiescence but active sup- 
port of all proposals for legislation 
providing for control over the issu- 
ance of securities, banking methods, 
regulation as to price and quality of 
public services which are given a mon- 
opoly of location in so far as competi- 
tion from services of like kind is con- 
cerned, unfair methods of business 
competition, dishonest advertising, 
and a host of other governmental re- 
strictions which are just as much in 
the interests of privately owned and 
operated, honestly conducted, business 
enterprises as they are in the interest 
of the public. Electric public utilities, 
for example, have felt that the proper 
regulation by the states would bring 
order out of a business which prom- 
ised to be almost as chaotic as that of 
the railroads in their early days, and 


they have openly advocated public 
utility laws to be administered by 
state regulatory bodies. 


W" these thoughts in mind, we 
can turn to the most imposing 
of the accusations made by the social- 
ists; namely, that electric light and 
power is an essential commodity 
which has been turned over as a mo- 
nopoly to a mythical power trust un- 
restricted as to its methods of doing 
business, the rates which it shall 
charge the consumers of this essential 
product, or the quality of service ren- 
dered. 

In the first place, the local light and 
power company has a monopoly in so 
far as location is concerned for no 
other reason than that all economists, 
socialistic or otherwise, are agreed 
that it is not in the interest of the con- 
sumer to permit two competing elec- 
tric light plants to operate in the same 
community or the same area. It is 
just as unsound as two telephone com- 
panies or two street car lines on the 
same street, as in the case of Market 
street, San Francisco. However, this 
does not mean that it has a monopoly 
in so far as being engaged in a non- 
competitive business is concerned. It 
faces very serious competition for the 
consumers’ dollar and, in fact, with 
the same commodity which it pro- 
duces. 


nner is always in competi- 
tion with coal, gas, and oil for 
power and for heating, and with gas, 
oil, and even the modern candle for 
lighting, and with gas for cooking, 
water heating, and mechanical refrig- 
eration. In rural areas where elec- 
tricity is available it must compete 
with coal, bottled gas, and oil for 
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cooking and heating, and with oil and 
bottled gas systems for lighting. On 
the farm outside the house, it must 
compete with the internal combustion 
engine. 

In the light and power market for 
manufacturing and various commer- 
cial purposes, such as hotels, depart- 
ment stores, and hospitals, it must 
compete with the possibility that the 
factory, the hotel, the store, or the 
hospital can always install its own 
generating plant and manufacture 
electricity as a by-product of its heat- 
ing plant. This is a game which can 
only be beaten by superior service and 
low rates. Regardless of the exist- 
ence or nonexistence of regulatory 
laws as to rates and quality of serv- 
ice, the electric utility has many prob- 
lems of competition which preclude 
either excessive rates or poor service, 
as many a short-sighted public utility 
operator has found out to his sorrow. 

Finally, the operator knows that 
there is always the possibility of a 
competing municipally owned plant 
should he treat the community unfair- 


ly. 


} is an accepted fact that an ade- 
quate supply of good water is of 
vital importance to the health and life 
of any community and is of far great- 
er importance than any other com- 


e 


modity listed under public services. 
Because of this fact we are told that 
206 of the total of 247 communities 
in the United States with populations 
of 30,000 or more own their own 
water supply and furnish water to 
their citizens at cost. 

Laying aside, for the moment, the 
question as to whether these commu- 
nities are furnishing better water at 
less cost than could be furnished by a 
privately owned and operated corpo- 
ration, all public services must be di- 
vided into two categories. The first 
consists of those which are absolute- 
ly essential to the health and safety 
of every man, woman, and child in 
the community, such as water supply, 
police and fire protection, hospitals, 
and the public schools. Water supply, 
per se, is not only an essential, but it 
is also essential to these other serv- 
ices. The second consists of those 
which are not absolutely essential but 
which contribute to the present stand- 
ard of living, such as electric light and 
power, gas, the telephone, and trans- 
portation facilities. I include the 
telephone in the same category with 
electric light and power advisedly in 
spite of the fact that the senior Sena- 
tor from Nebraska told me in a per- 
sonal interview that he did not con- 
sider the telephone in any sense an 
essential and that he could get along 


operation of the utilities, which would have to be placed 


q “GIVING the municipality or state actual ownership and 


under some type of governmental management, would not 


increase their efficiency or reliability in the slightest. 


This 


management would have to be selected by the state just 
as the present state utility commissions are selected by 


the state.” 
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without it much better than he could 
get along without electricity. 


Bae first group cannot be consid- 
ered as “businesses” in the ordi- 
nary sense of the word, any more than 
the public health service can be con- 
sidered as a business. They have no 
problems of competition. A people 
cannot exist without water any more 
than it can exist without food. 

The second group, on the other 
hand, are businesses, and while they 
may have monopolies of location, they 
have the same problems of competi- 
tion as any other business and they 
are regulated by state and Federal 
law in the public interest. 


7 we to what they sometimes 
call “enormous combinations,” 
and other times “vast aggregations” 
of capital, the socialists and other 


radicals tell us that these “‘combina- 
tions” or “aggregations” have secured 
a monopoly of an essential industry 
by corrupting city officials and coun- 
cils, state legislatures, courts, and 
members of Congress and that effec- 
tive regulation of them is impossible. 
Governor Pinchot of Pennsylvania 
went so far in his inaugural address 
on January 20, 1931, to say: 
“Politicians who procure men to debauch 
the ballot, vote thieves who nullify the 
franchise of honest citizens, political con- 
tractors whose graft supplies the cash for 
war boards to use in crooked elections, 
public service commissions that listen com- 
plaisantly to their utility master’s voice; 
these are the mercenaries without whom 
the public utilities would be powerless.” 
Fearful that he had not been suffi- 
ciently emphatic, he added: 
“Back of the utilities in their attack on 
our American form of government is the 
whole fabric of political corruption; the 


underworld, the protected racketeer, and 
criminals of high and low degree.” 


In his book entitled “Electrical Utili- 
ties—the Crisis in Public Control” 
Professor William FE. Mosher, of 
Syracuse University tells us that 


“it should be generally recognized that 
we are hardly on the threshold of public 
control. In fact, such control as exists 
(regulation) is not far from the break- 
down stage.” 

This passage will be found on page 
188. Beginning on page 292 we find 
him complaining rather bitterly about 
what he calls the public indifference, 
saying : 

“This indifference makes the situation 
even more critical. For without a public 
alive to its own interest many of the prob- 
lems can go by the board for an indefinite 
period and to the great advantage of the 
utilities, while others will be handled in 
accordance with the well conceived pro- 
gram of the latter which is, in the main, 
the program of exploitation.” 


His whole book would be much 
more convincing, if, in the chapter 
which concludes on page 188, he had 
adduced even one instance of dissat- 
isfied customers or of injured inves- 
tors and if he had left out entirely 
his reference to the lack of public 
response to socialistic propaganda, be- 
ginning on page 292. 


——— Pinchot, Professor 
Mosher, and all others of their 
same school of thought are simply 
playing on what they think constitutes 
a normal American fear of the “big- 
ness” of any industry. They either 
do not understand, or wilfully ignore, 
the fact that it is the very size of the 
electrical industry that has enabled it 
to gather together the resources of fi- 
nancing, engineering, and experience 
needed to give the people the type of 
service they are receiving today. 
They do not understand, or wilfully 
ignore, the fact that advancements in 
the art of generating and distributing 
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Municipal Ownership Means the Substitution of Political 
Operation for Private Initiative 


“oe average city official who is entrusted 
with the management of a municipal 
plant is connected in one way or another with 
a political machine, and political machines are 
very much inclined to use municipally owned 
plants for their private ends and for self- 


perpetuation in power. 


political rings.” 


Patronage is always 
available, positions become political plums, and 
large sums of money are at the disposal of 


DDL 





electricity (due entirely to private 
initiative) have proved that the small 
isolated plant is uneconomical and 
cannot be depended upon for quality 
service. Because of this fact, the light 
and power industry has been gradual- 
ly eliminating these small plants and 
rendering service to their communi- 
ties from large central generating sta- 
tions by means of interconnection and 
thus assuring them the same quality 
of service as that enjoyed by even the 
largest cities. 

When they claim that the light and 
power industry is a major corrupting 
influence in our social, economic, and 
political life, they are doing nothing 
more or nothing less than attacking 
the present government of the United 
States, as well as the governments of 
the various states and thousands up- 
on thousands of municipalities. It 
takes two or more to constitute a con- 
spiracy of corruption and bribery, and 
if what they say about the political 
purchasing power of the utilities is 
true, then the exercise of that power, 
if any, must have been made neces- 
sary by the demands of government 


officials. No doubt in the early days 
when the right to go into the business 
of furnishing electric light and power 
was largely a question of municipal 
franchises and the sky was the limit, 
there were some questionable proce- 
dures, just as there were questionable 
procedures in the building of railroads 
or telephone lines, or water systems, 
or sewers, or highways. But just be- 
cause Cain killed Abel is no reason to 
suppose that all wheat growers are 
actual or potential murderers of sheep 
herders and cattle raisers. 


| prgrengerticy if regulation of util- 
ities by state laws and regulatory 
commissions had fallen down—which 
it has not—it would not be the fault 


of the scheme. The laws in the va- 
rious states are admittedly good and 
if enforced will control the public 
services in the interests of the public. 
The scheme of administering these 
laws is admittedly good. If they have 
not been properly administered, it is 
the fault of the commissions them- 
selves and giving the municipality or 
state actual ownership and operation 
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of the utilities, which would have to 
be placed under some type of govern- 
mental management, would not in- 
crease their efficiency or reliability in 
the slightest. This management 


would have to be selected by the state 
just as the present state utility com- 
missions are selected by the state and 
there is no reason to believe that they 
would be any more efficient or any 
more honest than the state officials ad- 
ministering the state utility laws. 


} is all very well for critics of the 

industry to say that clever lawyers 
outwit the various public service com- 
missions and have found technicalities 
in the law by means of which they 
have been able to add untold millions 
to the “valuation” of their companies. 
If this is true then it is up to the gov- 
ernors of the various states to appoint 
commissioners who can “out-smart” 
these clever utility lawyers and see 
that legislation is passed which will 
take these technicalities out of the 
law. Every criticism of regulation 
by states, as it is now in effect, is a 
criticism of the administrations of the 
states and not a criticism of the 
scheme to protect the public from ex- 
cessive rates and poor service. In 
short, this talk about the power of 
great aggregations of capital, corrup- 
tion, and clever corporation attorneys 
twisting state governments around 
their respective fingers, is just plain 
nonsense. 


HE socialists offer from time to 

time quotations from statements 
made by men who have achieved 
prominence either in public life or in 
other activities which are countered 
with an even more imposing array by 
the advocates of private enterprise 


and individual initiative. Arguments 
of this class are only important when 
it can be shown, beyond question, that 
the person quoted has had the actual 
experience and the demonstrated abil- 
ity to have his opinions treated with 
respect. When the only direct con- 
tact which the person has had with 
public utility operation is through the 
cashier to whom he pays his bill or 
with the meter reader who calls at his 
house to find how much he owes, he 
can hardly be accepted as an authority 
on power economics. 

One of the most interesting quota- 
tions of this kind is taken from a mes- 
sage handed to the New York state 
legislature by former Governor Al- 
fred E. Smith on January 5, 1927. 
He said: 

“It is time that we cease to hamper the 
freedom of municipalities to own and op- 
erate public utilities. As a matter of fact, 
there are many localities that now do so. 
Public ownership and operation are not 
untried theories. In fact, the trend of mod- 
ern government has been in that direction.” 
The interest in this statement lies 

in the fact that on November 25, 
1930, former Governor Smith, then in 
private employment, contrasted the 
six months and two days required to 
erect the eighty-five-story Empire 
State building with the two years it 
took for the completion of the state’s 
five-story office building at Worth and 
Center streets. “The answer is,” he 
said, “the state and the city build by 
the letter of the law; there is no lee- 
way; there is no freedom for an exec- 
utive who has charge of public con- 
struction.” It took the Philadelphia 
Electric Company just two years to 
construct and place in operation the 
great Conowingo hydroelectric proj- 
ect which has a generating capacity of 
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378,000 horsepower. It took the 
United States government just eight 
years to build and place in operation 
the hydroelectric project at Muscle 
Shoals which has an installed capac- 
ity of 260,000 horsepower. 


ITHOUT doubt the most ridicu- 

lous claim made by the socialists 
when they discuss the social phases of 
government ownership and operation 
is that municipal ownership removes 
the service of electricity from the 
realm of politics. 

What it actually does is to take 
that service out of business and make 
it the football of politics, as any one 
who reads the daily newspapers very 
well knows. 

The employees of a local light and 
power company which is municipally 
owned are under civil service, while 
the higher operating officials are sub- 
ject to change with every change in 
the administration, particularly if 
there is a change in the party in 
power. The average city official who 
is entrusted with the management of 
a municipal plant is connected in one 
way or another with a political ma- 
chine and political machines are very 
much 
owned plants for their private ends 
and for self-perpetuation in power. 
Patronage is always available, posi- 
tions become political plums, and large 


inclined to use municipally 


sums of money are at the disposal of 
political rings. There are, of course, 
occasional isolated cases where a mu- 
nicipally owned plant does not become 
involved in politics; this has been due 
to the fact that the city has an un- 
usually strong personality at the head 
of the local government who is kept 
in office without regard to political 
affiliations. I have in mind James- 
town, New York, where the city has 
been particularly fortunate in its 
mayor. All of the weight of the evi- 
dence, however, is in the other direc- 
tion. 


| their studies of the economic 
phases of municipal ownership 
and operation the socialists claim that 
the light and power plant built by the 
community requires less capital than 
it does when built by private capital. 
Whenever it appears that this is so, 
it will almost invariably be found that 
it is due to items in the cost of engi- 
neering and supervision which have 
been charged to some other depart- 
ment of the city government or to 
failure to employ the highest grade 
of engineering and technical skill. 
Labor and materials cost the city as 
much and frequently more than they 
cost the private enterprise. Govern- 
ment ownership construction jobs 
usually cost from two to six times 
the engineer’s estimates, and it usual- 


from two to six times the engineer's estimates, and it usual- 


q “GOVERNMENT ownership construction jobs usually cost 


ly takes from two to six times as long to complete a job 
under government construction as it does under private 


construction. 


A single isolated plant cannot be 


built as efficiently or as cheaply as a plant which is built 
as @ part of a large interconnected system.” 
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q 


“THE operators of a municipally owned plant are de- 
pendent for their jobs on the party in power and the city 
officials which represent that party; they are only con- 


cerned with a majority of the voters and not with the 


community as a whole.” 


ly takes from two to six times as long 
to complete a job under government 
construction as it does under private 
construction. The average munici- 
pality cannot possibly afford to pay 
the price of the talent employed in 
the engineering and construction de- 
partments of the larger consolidated 
companies. Furthermore, a_ single 
isolated plant cannot be built as ef- 
ficiently or as cheaply as a plant which 
is built as a part of a large intercon- 
nected system, any more than individ- 
uals working singlehanded, could 


produce the volume of material or 


give the service required by modern 


industry and society. 
T is also claimed that the munici- 

pality can obtain capital at a much 
lower rate of interest than a private 
corporation. It is quite true that 
municipal bonds can be sold at a 
lower rate of return than the bonds 
of a private corporation, for the very 
good reason that the purchaser of a 
municipal bond is not concerned with 
questions of operating efficiency and 
skill of management of the borrow- 
‘ ing city because he is protected by 
the entire credit of the city which has 
the power to levy taxes for the pay- 
ment of principal and interest and 
what the government does with the 
money or how it spends it is of no 
interest to him. 

Furthermore, it must be remem- 
bered that the municipal plant pays 


7 


no taxes and that municipal bonds are 
tax free. This loss in income from 
taxes must be made up by the com- 
munity, the state, and the nation as a 
whole. Money is a commodity just 
like wheat, pig iron, or cotton, and 
must be paid for at the current mar- 
ket rate. If the community can bor- 
row for a little less than the current 
value it is due entirely to the tax free 
characteristics of municipal securities 
and to the fact that the municipal 
government can force the taxpayers 
to make up any deficit in earnings, 
which means that the individual citi- 
zen, as a unit of the community, is 
paying as much for the capital needed 
for the municipal plant as he would 
for capital for a private plant. 


T should also be remembered, when 
discussing the question of capital 
investment, that any establishment, 
whether government or private, mak- 
ing use of capital must pay a return 
on that capital. The retirement of 
a bonded debt, either by a municipal- 
ity or a private company, does not 
mean that the investment does not 
still exist. In the case of the mu- 
nicipally owned plant, the money to 
pay off the bonds must be obtained 
either from the consumers of electric- 
ity or the taxpayers. This money 
has the same earning power as the 
original money obtained from the sale 
of bonds. 
There are a number of other inter- 
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esting points which should be noted. 
These are: (1) Interest on the in- 
vestment represents only 13 per cent 
of the total cost of generating and 
distributing electric light and power; 
(2) In the case of the private plant, 
excessive or arbitrary values cannot 
be assumed—in the case of the mu- 
nicipal plant there is no check on the 
price which the administration may 
pay for real estate, to contractors, 
etc., and it is far easier to over-capi- 
talize a municipal plant than a private 
plant; (3) The public service com- 
mission can order a private company 
to make improvements and extensions 
in accordance with the demands of 
the people of the community, while 
the local administration is subject to 
no such authority. 


N sO FAR as the quality and sta- 

bility of the service is concerned, 
history has proved that there can be 
no comparison between the isolated 
municipal plant and the privately 
owned and operated plant which is 
part of an interconnected system. 
The light and power industry is rap- 
idly abandoning these small, isolated 
plants and hundreds of municipalities 
are doing the same thing; either buy- 
ing their current wholesale from the 
private companies or turning over 
their distributing systems as well as 
their inefficient generating stations. 

When the isolated municipal plant 
breaks down there is an immediate in- 
terruption in the water and sewage 
systems, police and fire alarm systems, 
and street lighting. The privately 


owned plant which is part of a great 
system can restore service within a 
few minutes. 

The private company is dependent 
for its very existence on the good will 
of the community, which can only be 
retained by giving the finest possible 
service. On the other hand, the oper- 
ators of a municipally owned plant 
are dependent for their jobs on the 
party in power and the city officials 
which represent that party—they are 
only concerned with a majority of the 
voters and not with the community as 
a whole. 

One of the best examples of pri- 
vate ownership and operation of a 
public utility is the system of the 
American Telephone and Telegraph 
Company which controls every local 
Bell telephone company in the United 
States and owns the long-distance 
lines. It is this fact that is largely 
responsible for the finest telephone 
system in the world. Had the tele- 
phone been left in the hands of thou- 
sands of local companies, as the advo- 
cates of municipal ownership would 
distribute the light and power indus- 
try among thousands of unconnected 
communities, we would still be having 
the telephone service of thirty or 
forty years ago. 

In so far as quality of service 
is concerned, municipal ownership 
means a step backward to the electric 
light and power service of the late 
nineties or the early years of the pres- 
ent century, and fortunately most 
communities in the United States are 
fully aware of this fact. 


In the next number of Pustic Uriities Fortnicutty (out September 3rd) 


Ernest GreENWwoop will tell how the 


rivately owned power plant entered 


the scene and why it is taking the place of the mumcipal plant—and he 
will substantiate his statements with authenticated, detailed facts and 
figures from the latest sources. 
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The Case For and Against the 
One-man Utility Commission 


Just how does the public utility commission fit into the picture of 
a modernly organized state government and how should the commis- 
sion itself be organized? The author points out the trend toward the 
one-man commission as against the present system of organization and 
describes the background of this movement. The recent action of 
Oregon in abolishing the public service commission and substituting 
a single-headed department to regulate public utilities in that state 
gives news value to the following article. 


By PAUL V. BETTERS 


INSTITUTE FOR GOVERNMENT RESEARCH; 
THE BROOKINGS INSTITUTION 


, \HE state agency for the regula- 
tion of public utilities and com- 
mon carriers of the future may 

be constituted, organized, and admin- 

istered radically different from the 
type of public service commission 
familiar today. 

There is an unmistakable trend in 
this country, especially among stu- 
dents of government structure and 
functioning, for abolition of the al- 
most universal system of commission 
regulation of public utilities and com- 
mon carriers and the substitution 
thereof of a single-headed regulatory 
agency. : 

Another phase of the movement 
carries with it the principle that this 
officer should be appointed by the gov- 
ernor in the same way as other de- 
partmental heads are appointed by the 


chief executive in those states which 
have reorganized their governments 
along the lines of the National Gov- 
ernment. This latter suggestion, how- 
ever, is neither so novel nor radical in 
that the current practice in over half 
of the forty-eight states is to appoint 
the public service commissioners. The 
tendency to vest in single-headed 
agencies quasi judicial and quasi leg- 
islative duties and functions has gone 
beyond the field of theoretical argu- 
ment. The fact is that more than one 
state has already done this with re- 
gard to such common governmental 
activities as taxation, civil service, 
and labor legislation, and a beginning 
has been made in the field of public 
utility regulation. 


Bie get a brief background of this 
trend one must go back to 1917. 
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Ever since that year and starting with 
the state of Illinois under the leader- 
ship of Governor Lowden there has 
been an outstanding development tak- 
ing place in the forty-eight state gov- 
ernments. This movement, popular- 
ly known as the reorganization or 
consolidation movement, has had for 
its purpose the establishment of state 
administration and organization on an 
economical and efficient basis. Over 
twenty-five of the forty-eight states 
have reorganized their governments 
since 1917 with these definite princi- 
ples in mind: 

1. The governor should be the real 
and not the nominal head of the state 
government. 

2. A small number of departments 
should be established, each headed by 
a director appointed by the governor, 
for terms coordinate with that of the 
governor. 

3. As a general rule, boards and 
commissions should be replaced by de- 
partments under single-headed con- 
trol. 

4. Business techniques such as the 
executive budget, centralized account- 
ing and fiscal control, centralized pur- 
chasing, and improved tax adminis- 
tration should be adopted. : 


NDER this system the government 

is established in much the same 
manner as a successful private enter- 
prise is conducted—complete execu- 
tive authority rather than diffused 
and unwieldy authority being the 
foundation. The advocates of reor- 
ganization, (and they count among 
their number such eminent personages 
as ex-Governor Alfred E. Smith, 
President Herbert Hoover, ex-Gov- 
ernor Lowden of Illinois, ex-Govern- 


or Harry F. Byrd of Virginia, and 
others), maintain that only in so far 
as governments can be made respon- 
sible and responsive can economical 
and efficient administration be se- 
cured. That reorganized state gov- 
ernment has shown up with advantage 
is apparent to all those who have stud- 
ied the matter. 

But in practically every reorganiza- 
tion carried out a difficult problem has 
arisen when the reorganization prin- 
ciples were to be applied to the public 
service commission. Here is an agen- 
cy, unlike most other state agencies, 
in that it exercises quasi judicial func- 
tions, and the point has been made and 
usually adhered to that quasi judicial 
functions should not be vested in a 
single officer. Dr. W. F. Dodd, the 
eminent political scientist, wrote in 
1928 as follows, concerning the prob- 
lem occasioned by quasi judicial agen- 
cies and reorganization: 


“One of the most serious problems in 
connection with state administrative or- 
ganization is that of the quasi judicial and 
discretionary functions to be performed by 
the state. Tax commissions, public utility 
commissions, and industrial commissions 
for the administration of workmen’s com- 
pensation laws, must pass upon matters of 
a quasi judicial character, such as the val- 
uation of property, the reasonableness of 
rates, and the question of whether an in- 
jured workman is entitled to compensa- 
tion. Not only this, but there has been a 
tendency in recent years to vest a greater 
and greater degree of rule-making power 
in administrative bodies, so that in Ohio, 
New York, and a number of other states 
some provision must be made for the 
adoption by administrative authority of a 
body of subordinate legislation, power to 
enact which has been delegated by the legis- 
lature. This is true, not only of the de- 
partment of labor, but also in many cases 
of departments of health and of agricul- 
ture, and of other bodies within the state 
government. These quasi judicial and 
quasi legislative functions are of necessity 
closely related to large administrative func- 
tions. 

“How should these functions be per- 
formed? It has not been uncommon, even 
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in the states that have gone farthest in 
the way of an administrative reorganiza- 
tion, to leave commissions with overlap- 
ping terms for the performance of func- 
tions with respect to civil service, public 
utilities, labor, and taxation. These func- 
tions must be performed, and to some 
extent it is desirable to have a group, 
rather than an individual, perform cer- 
tain parts of them. In the Illinois re- 
organization, the public utilities commis- 
sion, tax commission, and industrial com- 
mission are substantially independent, and 
are placed within the departments of trade 
and commerce, finance, and labor merely 
for administrative purposes; in 1927 the 
parole board was given a similar indepen- 
dom. though the supervision of paroled 
persons remains in the department of pub- 
lic welfare. The Ohio reorganization of 
1921 definitely seeks to vest in the heads 
of departments the administrative work of 
the commission, and makes the heads of 
the departments of commerce, finance, and 
industrial relations ex officio secretaries of 
the public utilities commission, tax com- 
mission, and industrial commission, re- 
spectively.” 


D r. Dodd points out in the quota- 
tion taken from his book that 
both the Illinois and Ohio reorganiza- 
tion plans contemplated placing re- 
sponsibility and authority for the ad- 
ministrative work connected with 
public utility regulation in a single- 
headed administrative department, 
while the quasi judicial functions 
were to be carried on in each state by 


e 


the utility commission. Thus, the 
plan adopted in these states was to tie 
the commission to a cabinet depart- 
ment. 

It is interesting to see how this has 
worked out. 

The experience of a decade now 
shows that the system adopted has not 
developed according to the original 
plans. Today in Illinois, for instance, 
the Illinois Commerce Commission is 
practically an independent agency and 
the extent of control exercised over 
the commission by the department of 
trade and commerce is extremely mea- 
gre. The budget for the commission 
is prepared by the officers of the com- 
mission and it makes its own recom- 
mendations for its appointments. The 
commissioners under the administra- 
tive code are appointed by the govern- 
or and not by the director of the de- 
partment of trade and commerce. As 
a matter of fact, about the only con- 
nection at present existing between 
the department and the commerce 
commission is that all warrants are 
sent through the offices of the depart- 
ment. The department’s control over 


“ONE of the most serious problems in connection with 
state administrative organization is that of the QuAsI 
judicial and discretionary functions to be performed by 


the state. 


How should these functions be per- 


formed? It has not been uncommon, even in the states 
that have gone farthest in the way of an administrative 


reorganization, 


to leave commissions with overlapping 


terms for the performance of functions with respect to 


civil service, public utilities, labor, and taxation. 


These 


functions must be performed, and to some extent it is de- 
sirable to have a group, rather than an individual, perform 


certain parts of them.” 


—Dr. W. F. Dopp 
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the commission is largely limited by 
a section of the law (passed after the 
code was adopted) which provides 
that the regulatory act “shall be ad- 
ministered by the Illinois Commerce 
Commission without any di- 
rection, supervision, or control by the 
director of trade and commerce.” 


O« of the Illinois state officers in 
commenting on the Illinois plan 
said as follows: 


“In regard to the question as to what the 
advantages are in having the commission 
which regulates public utilities under an 
administrative department rather than hav- 
ing an independent commission, I am not 
able to state that I see any particular ad- 
vantages. 

“When the Illinois Code was adopted it 
apparently was deemed best to have every 
commission under some administrative de- 
partment. Later, so far as the [Illinois 
Commerce Commission was _ concerned, 
practical independence was given to this 
commission by a new law.’ 


ih gens has had much the same ex- 
perience. Although the admin- 
istrative code adopted in Ohio in 1921 
presupposed that the director of com- 
merce should exercise administrative 
control over the Ohio Public Utilities 
Commission, today there is little ac- 
tual control exercised by the adminis- 
trative department over the commis- 
sion. An active state officer reports 
that while the director of commerce 
is ex-officio secretary of the commis- 
sion, 

& . .. the work is actually done_by 
the superintendent of investigation. The 
original idea was that he should have an 
active relationship to the commission, but 
the practice did not work out that way 
and the statute now carries the public utili- 
ties commission simply in the department 
of commerce for the purpose of the ad- 
ministrative organization rather than_be- 
cause of any active control by the direc- 
tor.” 

Hence, both in Illinois and Ohio, 
the commissions in recent years have 


practically assumed an independent 
status, and the reorganization idea of 
tacking the commission on to an ad- 
ministrative department has proven to 
be better in theory than in operation. 


MORE interesting governmental 

reform so far as the state or- 
ganization for regulating public utili- 
ties is concerned, was the adoption of 
an administrative code by Washing- 
ton in 1921. 

Under this act the state established 
as one of its departments a depart- 
ment of public works, headed by a di- 
rector appointed by the governor, un- 
der which regulation of utilities was 
placed. This was a unique step as it 
marked the first move in the history 
of this country to center state utility 
regulation under one individual. 

It was the beginning of the move- 
ment to substitute single-headed agen- 
cies for the commission type of or- 
ganization. 

In Washington the director of the 
department of public works is solely 
responsible for all regulatory work. 
He appoints a supervisor of transpor- 
tation and a supervisor of utilities 
who conduct the administrative work 
of their respective sections under the 
direction of the head of the depart- 
ment. In this way Washington has 
centralized responsibility to the ut- 
most. However, in the settlement of 
judicial questions concerning rates 
and service the plan utilized is as fol- 
lows: 

“The director and supervisors function 
in a quasi judicial capacity in the holding 
of all formal hearings and the entering 
of formal findings and orders. The direc- 
tor or one of the supervisors, or an exam- 
iner of the department, may hold hearing 
and thereafter findings and orders are is- 


sued and signed by all three members. 
Acting in a quasi judicial capacity two 
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How State Governments Are Being Altered to Conform 
with Business Principles: 


- 





purpose of: 

















Ov twenty-five states have reorganized 
their governments since 1917 with the 


A. Making the governor the real rather than 
the merely nominal head of the state; 


B. Replacing commissions by departments 
headed by appointees of the governor 
and responsible to him. 





signatures of the board to an order are 
considered sufficient, which is the practice 
when one of the members is absent. Par- 
ties to a proceeding desiring to do so, may 
apply and it is the duty of the department 
to grant a full board hearing and issue 
order en banc. 

“The purely administrative work is car- 
ried on by each separate division and the 
board is only utilized in cases requiring a 
quasi judicial decision. However, admin- 
istrative work of the supervisors is perused 
closely by the director that the activities 
of the supervisors are proper in his judg- 
ment and in accord with his policies. Im- 
portant administrative matters are dis- 
cussed and receive the consideration of the 
full board.” 

It will be seen that while Wash- 
ington went to the limit as far as 
executive control is concerned, it 
still retained the board system for 
the adjudication of rate and service 


cases. 


gegen ecg the question arises as 
to what the benefits are under 
this system of organization. This has 
been answered by one of the officers 
of the Washington state government 
who states that “the advantages are: 
first, one person is accountable to the 
governor rather than three; second, 
the work of the department is segre- 
gated which results in efficiency in the 
specific lines of endeavor.” 


Observers of the efficiency with 
which regulation is carried on in 
Washington consider the single-head- 
ed type of organization superior to the 
commission type. They point out that 
quasi judicial matters receive board 
attention while the general adminis- 
trative work is centralized in one re- 
sponsible individual, thereby eliminat- 
ing diffusion of responsibility. 


N the whole movement to inject 

definite lines of authority into 
state government no one group has 
taken a more definite stand concerning 
the type of organization best suited 
to carry on state regulation of utili- 
ties than the public administration 
specialists. The recommendations 
made by the National Institute of 
Public Administration (New York 
Bureau of Municipal Research), an 
organization composed of specialists 
in the various fields of government, in 
the various surveys conducted by it 
amply illustrate the attitude of this 
group. 

As far back as 1923 in a survey of 
the state government of South Da- 
kota, in discussing the railroad com- 
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mission these investigators wrote as 
follows: 


“The cost of the overhead administra- 
tion of the public utilities work in South 
Dakota could be considerably reduced and 
yet carried on just as effectively by con- 
stituting a bureau of public utilities under 
the control of a single appointive head. 
The work of the bureau would be organ- 
ized into three or four divisions each di- 
rected by a single head. One of the mem- 
bers of the present commission might be 
appointed head of the bureau. He and two 
of his division chiefs would constitute a 
public utilities board that would handle all 
of the quasi judicial work of the bureau. 
This would eliminate two members and the 
secretary of the board.” 


A year later in the Nevada state sur- 
vey the New York bureau stated that: 


“There is no need for a commission of 
three members to supervise the public serv- 
ice work in Nevada. A single commis- 
sioner could do the work effectively. This 
is not without precedent. In New York 
state, and especially in New York city, a 
single commissioner has handled success- 
fully public utility regulation that is far 
more complex than anything presented by 
the state of Nevada.” 


HE clearest statement, however, 

was made by the New York Bu- 
reau of Research in its survey of Vir- 
ginia in 1927, undertaken at the re- 
quest of Governor Byrd. At that time 
the bureau wrote as follows: 


“The regulation of corporations in Vir- 
ginia, in so far as such regulation comes 
within the control of the state govern- 
ment, is the principal function of the state 
corporation commission. This commission 
was organized in 1902. It was then one 
of the few state rate regulating bodies in 
the United States. Since that time, how- 
ever, very important changes have taken 
place in the power of the states to regu- 
late transportation companies, with the re- 
sult that the corporation commission, as 
now organized, is no longer a satisfactory 
piece of state machinery. It is unneces- 
sarily cumbersome and inefficient in deal- 
ing with the new kind of work which 
needs to be done. There has also come 
about a very important change in the meth- 
od of getting at the facts in dealing with 
transportation, utility, and public service 
companies. A generation ago this work 
was judicial and deliberative and the evi- 
dence considered was presented by counsel 


representing the corporations on one side 
and the state government on the other. 
Under present conditions, practically all 
control over transportation has been taken 
over by the Federal government so that a 
state, if it is felt that it cannot depend 
upon Federal agencies, must proceed to 
protect its citizens in these matters, through 
the collection of facts with the aid of a 
staff of utility experts, engineers, and ac- 
countants, and the presentation of this ma- 
terial to the Federal authorities. This is 
an administrative task for which a com- 
mission is unsuited. Practically all of the 
remaining work of the commission is of 
a similar character. The granting of char- 
ters and amendments is not a matter re- 
quiring board action. The preparation of 
tax rolls requires no commission. The in- 
vestigation of service complaints is purely 
administrative. The issuance of certificates 
to motor carriers is 99 per cent research 
and 1 per cent deliberation. The “blue- 
sky” functions do not require deliberative 
action; they require the careful study of 
ascertainable facts, and when the facts are 
known, the ruling is just as easily handled 
by one man as by three. The present meth- 
od of handling the insurance companies 
and banks, with a single commissioner in 
charge of ‘each, shows that these functions 
do not need a commission for judicial and 
deliberative action. And even the fixing 
of rates is now primarily a matter of re- 
search and valuation, and not of judicial 
deliberation. 

“Tt appears, therefore, from an examina- 
tion of the work of the corporation com- 
mission that the great bulk of the work is 
strictly administrative, and only a small 
part is judicial and deliberative.” 


ee bureau then proceeded to 
recommend that there be estab- 
lished a department of corporations 
headed by a single officer appointed by 
the governor. An inter-departmental 
board of three members was recom- 
mended to act on quasi judicial cases. 

These quotations, picked at random 
from many surveys made by the Na- 
tional Institute of Public Administra- 
tion indicate the trend of thought on 
the part of specialists in government 
administration. 

State legislative investigating com- 
missions have also made similar rec- 
ommendations. A typical quotation 
from one of these (New Mexico) 
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written nearly ten years ago reads: 


“1, We recommend the immediate re- 
peal of Section 1 to Section 12 of Article 
XI of the Constitution of the state of 
New Mexico creating the state corporation 
commission. We believe that experience 
has already proven that the commission is 
not an effective instrumentality for public 
good and that the expense involved in its 
administration is utterly unjustified con- 
sidering the results attained. ' 

“2. The passage of laws creating one 
public utilities commissioner with such 
powers relating directly to the control of 
public utilities within the state as may b 
deemed necessary after a careful analysis 
of the question.” 

, I ‘HAT such recommendations for 

what might be termed a radical 
overhauling of the present organiza- 
tion of the public service commissions 
have not been confined to the opinions 
and writings of governmental “effi- 
ciency’ experts or investigating com- 
mittees alone, is evidenced by the 
stand taken by the recently elected 
governor of Oregon. One of the main 
planks in the platform upon which 
Governor Julius Meier was elected in 
the last general election of that state 
was that of abolition of the Oregon 
Public Service Commission. Follow- 
ing the same line of reasoning which 
has prompted numerous reorganiza- 
tions, Governor Meier in January, 
1931, in his inaugural message to the 
legislative assembly of Oregon, spoke 
as follows: 

“Regulation of public utilities is one of 
the most important functions of state. 


“In this state it involves valuations run- 
ning into hundreds of millions of dollars, 


the fixing of rates and charges collected 
from the public running into tens of mil- 
lions of dollars annually, and supervision 
over many of our largest and most im- 
portant business enterprises. 

“Transportation companies, power, gas, 
telephone, and other public utilities touch 
the health, the comfort, convenience, and 
purse of almost every citizen. The rates 
they are permitted to impose and collect 
are almost as widely distributed as public 
taxes. 

“Holding companies, interlocking direc- 
torates, and other corporate devices have 
been and are being used to confuse finan- 
cial operations, outlays, earnings, and other 
phases of public utility mamagement, and 
add to the difficulties of rate making and 
regulation generally. 

“At present in this state there is no real 
competition among public utilities even 
though engaged in the same line of busi- 
ness. In fields where two or more utili- 
ties offer the same type of service, compe- 
tition is effectively prevented by regulation 
of the public service commission and by 
agreement between the utilities, or both. 

“Since 1911 the regulatory powers in this 
state have been vested in what is called 
the public service commission. 

“The underlying purpose of creating the 
commission was to provide a sufficient in- 
strumentality to represent the people in 
securing adequate service at reasonable 
rates. The necessity for such an instru- 
mentality arose out of the fact that the 
public is not organized or equipped to meet 
public utilities on equal terms in contro- 
versies over rates and service. 

“With the personnel of this commission 
I have no quarrel, as the regulatory ma- 
chinery under which it operates has im- 
posed upon it a task impossible of per- 
formance. 


ABOLISH PUBLIC SERVICE 
COMMISSION 


“Because regulation as it now exists in 
this state has proven an utter failure, I 
recommend abolition of the public service 
commission as now constituted and the 
creation of a department of public utili- 
ties to consist of a single commissioner, 
appointed by and removable at the discre- 
tion of the governor, and with a salary 


“A WELL-TRAINED and experienced person might easily 
administer the provisions of the regulatory law much more 
capably than three or even five untrained persons who, by 
reason of the system under which they serve the state, are 
necessarily entangled and closely allied to the political 


machine and arena.” 
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adequate to secure the services of a man 
of experience and first-class ability. 

“In addition to being vested with powers 
which the public service commission may 
now exercise, such commissioner should be 
charged by law with the specific duty of 
representing the public in all controversies 
with utilities affecting rates, valuations, 
and service, and his chief duty should be 
to protect the public on any and all oc- 
casions to the end that the people may 
obtain adequate service at fair rates. 

“Such commissioner should also have 
supervision over the issuance of all stocks, 
bonds, securities, and obligations by util- 
ity companies, all consolidations, mergers, 
purchases, and sales of property by them, 
except in so far as jurisdiction concerning 
such matters may be vested in a hydro- 
electric commission concerning projects 
constructed or operated under license is- 
sued by such commission.’ 


A BILL designed to carry this rec- 
ommendation into effect was in- 
troduced in the Oregon legislature by 
Representative Arthur W. Lawrence 
and has since become a law. It pro- 
vides for complete control and respon- 
sibility in one officer so that appeals 
from a decision of the department 
head go directly to the circuit courts. 
This action stamps Oregon as the 
first state to entirely wipe out the sys- 
tem of commission regulation and 
completely throws overboard the idea 
that utility regulation is a governmen- 
tal function to be vested in a commis- 
sion type of organization. 

The most serious criticism of Ore- 
gon and of this present “tendency 
toward the use of single individuals 
for quasi judicial or quasi legislative 
work” can be met and has been met 
by the statement that in all cases of 
this nature opportunity for judicial 
review is provided. Dr. Dodd has 
stated that under these conditions “‘de- 
cision by one individual will not re- 
sult in abuse.” 

Now not only has the proposal 
been advanced to substitute the one- 
man type of organization for the pres- 


ent commission or board system on 
the grounds outlined above, but the 
change has been advocated for a far 
different reason. But a few months 
ago, Governor C. Ben Ross of Idaho 
in his message to the legislature of 
Idaho spoke as follows: 


“There is a growing dissatisfaction with 
the results obtained in the operation of 
the public utilities under our present pub- 
lic utilities commission. The questions pre- 
sented to the commission are of grave im- 
portance and affect the very existence of 
our people. The proper disposition of the 
questions presented to that board require a 
wide understanding of rates, values, cost 
of improvements, and the general condi- 
tion of the consuming public. The mem- 
bers of the utilities commission are under- 
paid when we take into consideration the 
importance of their positions. The salary 
of these offices should be such as to at- 
tract outstanding individuals to the office, 
but we are here again confronted with the 
danger of attempting to increase salaries 
and raise taxes, and it would seem that 
better results might be obtained for all 
concerned by reducing the utilities com- 
mission to one man and materially increas- 
ing his salary over the salary now paid to 
the individual members, and I recommend 
that this matter be given your careful con- 
sideration, and that it be thoroughly inves- 
tigated by the legislature, with the view 
of strengthening the commission.” 


If the writer is correct a bill was 
introduced in the Idaho legislature 
providing for a one-man commission 
but it failed of passage. 


‘a there is merit in the conten- 
tion of Governor Ross is quite 
generally realized by most students of 
public utility regulation. Under ex- 
isting laws it is almost impossible to 
draft outstanding men for public 
service of this nature: first, because 
in about one half of the forty-eight 
states commissioners must stand for 
election with all of the accompanying 
political drawbacks, and second, be- 
cause of the small salaries now obtain- 
ing in most of the states. This is par- 
ticularly true of most of the southern 
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In Actual Practice, the State Commissions Remain 
an Independent Agency 





“T N those states which have reorganized 
their state administrative organization 
and have placed the public service commission 
under a ‘cabinet’ department for administrative 
purposes, the public utility commission has 
continued to function in much the same man- 
ner as before reorganization. In other words, 
in actual practice the commission remains an 
independent agency of state government.” 





states. Whether or not the recom- 
mendation made by Governor Ross 
would remedy the present situation is, 
of course, a matter not yet known. 
While taking no definite stand on this 
point the writer for one can see that 
a well-trained and experienced person 
might easily administer the provisions 
of the regulatory law much more cap- 
ably than three or even five untrained 
persons who, by reason of the system 
under which they serve the state, are 
necessarily entangled and closely al- 
lied to the political machine and arena. 

A tabulation of salaries paid to 
public service commissioners in all of 
the states was published in the April 
17, 1930, number of Pustic UTILI- 
TIES FoRTNIGHTLY. It was there 
shown that in many cases salaries are 
so low that few lawyers, engineers, 
‘business men, economists, or other 
professional persons would be attract- 
ed to serving the state in the capacity 
of public service commissioners. 


A LTHOUGH there may be consider- 
able opposition to establishing a 
single-headed department as against 
the present system for carrying on 


utility regulation, there is much less 
opposition to the principle that ap- 
pointment offers the greatest advan- 
tages as a method of selection of pub- 
lic service commissioners. In this 
connection the recent report of the 
United States Chamber of Commerce 
entitled “National Aspects of Water 
Power Development” is of interest as 
representing, not the governmental 
specialist’s concept or theory, but the 
business man’s attitude. Sections of 
this report read as follows: 

“With respect to the merits of appoint- 
ing commissions, the same arguments pro 
and con are advanced as for most other 
political agencies. The prevailing opinion, 
however, appears to be that the important 
task in selecting commissioners calls for 
the widest possible separation from polit- 
ical influences through appointment for a 
fixed term with the terms of the different 
commissioners expiring at intervals; re- 
appointment when good service warrants 
it; and original appointments based upon 
demonstrated ability and fairness. 

“In most cases the ballot has failed to 
enlist technical men for technical posi- 
tions.” 


’ may not be amiss to draw some 
general conclusions concerning the 
development of the administrative 
machinery for carrying on state pub- 
lic utility regulations; these conclu- 
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sions are arrived at as a result of 
analysis of the experience of certain 
states and the evidence cited in this 
article. These conclusions may be 
summarized as follows: 
I In those states which have re- 
* organized their state admin- 
istrative organization and have placed 
the public service commission under a 
“cabinet” department for administra- 
tive purposes (Illinois and Ohio), the 
public utility commission has contin- 
ued to function in much the same 
manner as before reorganization. In 
other words, in actual practice the 
commission remains an independent 


agency of state government. 
9) In Washington, where regu- 
* lation is carried on in a sin- 
gle-headed department, some observ- 
ers report that from an administra- 
tive point of view the system has 
proven itself as sound and effective. 


There is almost universal sen- 
3. timent among those who 
have given the subject close study 
that, no matter whether there is a sin- 
gle-headed or commission type of or- 
ganization, appointment by the gov- 
ernor is preferable to election. The 
short ballot advocates see no reason 
why public service commissioners 
should be elected. 


4 There is a trend among gov- 
® ernmental experts and in 
some cases among state officers to sug- 
gest the substitution of a single-head- 
ed regulatory agency for the present 
system of commission regulation. 
The movement has gained but little 
headway as yet if measured by legisla- 
tive results but, as is the case with any 
vital or important governmental re- 


form, such changes do not occur with 
rapidity. In this connection it may 
be well to point out that the city man- 
ager idea in municipal government 
was over a century in arriving. 


There is a definite movement 
5. to transfer such functions as 
banking regulation and supervision, 
tax and assessment administration, 
and general corporation regulation 
from the public service commissions 
to other appropriate state agencies. 
On the other hand, several states 
(Virginia is an example) have cen- 
tralized practically all regulation of 
corporate business in one commission. 
From the evidence presented it ap- 
pears that the state public service com- 
mission should limit its field of activ- 
ity to regulation of utilities and com- 
mon carriers and divorce itself from 
other phases of corporate regulation. 
In small states conditions may war- 
rant, however, a consolidation of the 
work involved in banking supervision, 
insurance supervision, and charter 
granting and recording into one agen- 
cy. 
Salaries now paid public 
* service commissioners are 
generally not high enough to attract 
the type of personnel so urgently re- 
quired for this type of work. This 
condition obtains in all but the high- 
ly industrial states (New York, New 
Jersey, Pennsylvania, Illinois, and 
others). Until most state govern- 
ments become aware of the necessity 
for highly trained persons in this field 
proposals of the nature advanced by 
Governor Ross of Idaho can be ex- 
pected from time to time. 


7. 


The action of Oregon and the 
working out or development 
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of its plan will be noted closely by oth- 
er jurisdictions. Students will be in- 
terested to ascertain whether or not 
utility regulation in that state will be 
closely tied into the policies of the 
governor, whether a greater number 
of cases will be appealed to the courts 
than in previous years, and whether 
the efficiency with which regulation is 
carried on will be changed or im- 
proved perceptibly. 
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WwW these summarizations in 
mind, it will be interesting to 
watch the developments within the 
next few years. This arises from the 
fact that work performed by the pub- 
lic service commissions is coming to 
be looked upon as one of the most im- 
portant of all state functions—a func- 
tion which is being headed for a great 
political controversy in many juris- 
dictions. 











A Code of Ethics 
(Adopted by the Oklahoma Utilities Association) 


UBLIC utilities are natural monopolies and as such, should be subject 


P to public regulation as to all matters touching public interest. 


If pub- 


lic regulation is to be successful, it must be intelligently administered, but 
it cannot be so administered by an uninformed public; therefore: 


It is the duty of all members of this association to avail them- 


a selves of every opportunity, and to seek opportunities, fully and 
honestly to acquaint the public with all matters relating to the opera- 


tion of public utilities. 


2 Public utility managers are trustees, whose duties are to safe- 
e guard and protect the interests of the public, the employee, and 
the investor and the acts of such managers should be influenced by a 
full realization of these responsibilities. 


2 


3 It is the duty of every member of this association to strive in 
e every way to promote peace and harmony among its members, 
and to uphold and support every honest policy or aim of all public 
utilities, and to discourage and condemn such policies or aims as are 


unjust or unworthy. 


2 


4 No business transaction is, in the final analysis, satisfactory or 
e profitable to either party to the transaction, unless it is satisfac- 
tory or profitable to both, and every transaction should be carefully 
analysed with this principle clearly in mind. 


2 


It is the duty of every public utility to take an active part in pub- 

e lic affairs, in the interest of honest, efficient government, in order 
to ‘nails each utility to correctly learn the needs of its community, 
and to build intelligently to keep pace with its growth. 


2 


6. Public utility enterprises are honorable and worthy and they af- 
ford distinct opportunities for individuals to serve society effec- 


tively. 
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Remarkable Remarks 





“There never was in the world two opinions altke.” 


Tuomas F. WoopLock 
Financial writer. 


C. D. Morris 


Business writer. 


SAMUEL S. WYER 
Consulting engineer. 


Joun Sparco 
Lecturer and writer. 


Epwin Gru 
Vice president, National Electric 
Light Association. 


E. W. Howe 
Editor and writer. 


R. E. McDonNELL 
Engineering consultant. 


Girrorp PINcHOT 
Governor of Pennsylvania. 


—MonTAIGNE 


“Prudent investment imposed after a great rise in 
prices is simply immoral; happily also it is illegal.” 


a 


“We must maintain the service of the railroads if 


.our present standard of living is to be maintained.” 


> 


“It is significant that the members of the commission 
that Roosevelt appointed to carry out his St. Lawrence 
waterway program are without an hour’s experience in 
power work.” 


v 


“Once make the government responsible for industry 
it will follow with the sureness of the multiplication 
table that you make serfs and slaves of the citizens of 
that government.” 


* 


“One of the difficulties confronting the electric light 
and power industry at the present time is that the criti- 
cism to which it is being subjected comes mainly from 
irresponsible sources.” 


¥ 


“At present, my favorite hero is Alfalfa Bill Murray, 
governor of Oklahoma. He has actually secured re- 
ductions in gas, electric light, water, ice, and telephone 
rates, and engaged in no constructive statesmanship.” 


+ 


“It has been my experience, after rendering consult- 
ing experience to over 600 cities extending over thirty- 
four states, that the best governed cities, with few ex- 
ceptions, are those with the most municipally owned 
utilities.” 


v 


“A square deal to public utilities does not require or 
include the unbridled power to make such profits as they 
please, to control such public service commissions as 
might otherwise impede their march to complete com- 
mercial dominance, or to own and operate such political 
organizations as they may deem necessary to perpetuate 
their graft.” 
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A Job Instead of a Dole 


Another answer to the query: “Who will 
pay the utility employee’s pension?” 


Few contributions to Pustic Utiitres Fortnicgutty have aroused the 
widespread discussion of Herbert Corey’s article about pensions in the 
September 15, 1930, issue; in it the author raised the pertinent point as . 
to whether the utility employee’s pension should be paid by the ratepayer, 
the taxpayer, or by the stockholder, and he cited the ruling of the Inter- 
state Commerce Commission in the case of the railroads’ pension systems. 


By HERBERT COREY 


pousT had arisen in my mind. 
A Not much of a doubt. No 

larger than a man’s _ hand. 
But a doubt for all that. Therefore, 
I called on my old friend Jimmy 
Dugan. Once before I told (in Pus- 
tic UrTiLities ForTNIGHTLY) of 
Jimmy’s sturdy belief that the pension 
the railroad is paying him is on a 
firm foundation. When I suggested 
that the road might not go on pay- 
ing, Mr. Dugan told me I lied. A 
fine man, Jimmy. 

“What is it now?” asked Mr. 
Dugan. 

We sat by the cook stove in the 
clean little kitchen. The three pretty 
daughters were away on their own 
affairs. Mrs. Dugan had gone to 
church. Mr. Dugan was smoking his 
clay pipe. 

“Jimmy,” I asked, “were you 
grateful to the railroad when you 
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were retired at sixty on a pension of 
$40 a month?” 

Mr. Dugan briefly removed his 
pipe: 

“Th’ divils,” said he. 


Pena John Stilwell was re- 
sponsible for my call on Mr. 
Dugan. 

Colonel Stilwell has an idea. To 
be more precise about it, he is the 
custodian of the idea. The idea is 
owned by the Consolidated Gas Com- 
pany, a large, successful, presumably 
hard-boiled company that sells gas 
and things to the people of the city 
of New York. There was a time in 
its earlier stages when it was like al- 
most every other public utility com- 
pany in the United States in its rela- 
tions with the public. So far as I 
know they were all alike. Their of- 
ficers looked on the public like Stone- 
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wall Jackson’s men did on the Shen- 
andoah Valley. The public’s voice 
used to crack when it saw a gas man. 

Then the Consolidated Gas Com- 
pany right-about-faced. An indig- 
nant patron, if any, is practically a 
house pet nowadays. He gets what 
he comes for, too, if it is in the shop. 
Not merely warm words. 

This new and considerate attitude 
broke over into the company’s rela- 
tions with its employees. It is possi- 
ble—even probable—that the change 
did not come about because the com- 
pany suddenly swelled with love. 
Stripped of the fig leaf of conven- 
tion, the average company is kindly 
to the public and good to its em- 
ployees because it pays. Being a 
rather ornery person in private life 
myself, I do not at all believe in the 
noble sounds that issue from the lips 
of corporate presidents when they 
speak in public. I have heard them 
speak in private. They are being 
good because goodness in business 
pays. 

And that is all right. That is the 
kind of business man I like to do 
business with. My mother used to buy 
real estate through a tough old man 
who chewed Anchor plug and got 
drunk and used to say that the only 
reason why he was honest was that 
honesty paid. She made money. 


S° the Consolidated Gas Company 
developed an idea for the treat- 
ment of its aging employees. That 


is the idea of which Colonel Stilwell 
is the engineer. 

Not many things are more impor- 
tant in industry today than the ques- 
tion of retiring aged employees on 
some form of pension. 


Every leader 
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of business I have talked with or 
heard quoted admits that retirement 
pensions are inevitable. They may 
not regard them with enthusiasm. 
Neither do they love their dentists. 
They may say that workmen who de- 
mand that their employers go on pay- 
ing them after they stop work are 
edging toward socialism. They may 
be bitter about the intellectual reac- 
tions of men and women who shoot 
their pay on radios and silk socks and 
have nothing left to fight the frost 
in sixty north. No matter: 

“Pensions have come to stay,” they 
will tell you. “No getting away from 
that fact.” 

The small manufacturer may es- 
cape the payment of pensions. All 
he has to do is to pull down the lid 
and lock his door. But the larger 
industries and more especially the in- 
dustries that bear the public utilities 
label must accept the retirement pen- 
sion as an inevitable burden of the 
future. If they did not the state 
would soon be taking a hand. Even 
now the American Federation of La- 
bor favors state pensions for the old. 
Many a _ small-timer politician is 
thinking over state pensions and the 
consequent patronage. It is any- 
thing but silly to suggest that a com- 
promise may be suggested one of 
these days (the days being what they 
are it would run like fire in dry 
grass) by which the state shall regu- 
late the pensions to be paid the re- 
tired: workingman by his employer, 
and the regulators are convinced to a 
man that America’s success is due to 
the fashion in which they hang to 
America’s ankles. We are not get- 
ting away from Colonel John Stil- 
well and the Consolidated Gas Com- 
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pany and the aged but sturdy work- 
man. We are merely creeping up on 
them. The Consolidated Gas Com- 
pany’s idea is simply this: 


ce Ov men are worth their pay as 
much as young men are. Our 
old men shall continue to get their 
pay until they are unfit. Not until 
then will we pay the retiring old man 
a pension. We will then pay him the 
pension we think he should have in 
order to live happy ever after.” 

This was shocking to me. Noth- 
ing short of shocking. I have been 
brought up on the idea that when a 
man is sixty years old society drowns 
him in the bucket. It is true that 
lawyers and bank presidents and doc- 
tors keep on going strong long after 
they are sixty, but industry has in- 
sisted that no man can handle a ham- 
mer or pull a lever to its entire satis- 
faction after he has reached this ven- 
erable age. Having been chewed up 
he is spit out: 

“‘All nonsense,” said Colonel Stil- 
well. “The Consolidated Gas Com- 
pany can prove that its old men are 
just as valuable as its young men. We 
keep them in harness: Sometimes I 
think they are more valuable.” 

There is heresy for you! There 
is a deliberate flaunting of tradition. 
There is, one almost thinks, a modi- 
cum of common sense. Colonel Stil- 


7 


well is not trying to instruct other 
companies or industries in what to 
do with their old men. He only says 
that they come in mighty handy in 
the gas business. 

“They may not be quite as noisy,” 
he admits. “An old man rarely 
thinks of a genuinely new way of get- 
ting a customer sore. They may lack 
that fine energy which leads the 
young men into running several miles 
due south and then running east, 
west, and no’-by-east. They do not 
come in to the front office with as 
many suggestions as the young ones 
do. They brought the same sugges- 
tions in when they had just turned 
twenty. They do not do as much 
work as the young men, perhaps, but 


Here is the stinger— 

“They do not make as many mis- 
takes. And the mistakes are what 
hurt.” 


— that the Consolidated Gas 
Company’s plan was paternalistic. 
New ideas always make me a little 
incoherent at first. If I had time to 
think I would not have used the word 
“paternalistic,” for that is fighting 
language in a corporation office. I do 
not know why, precisely. I have 
never known why. But I do know 
the fact. Colonel Stilwell developed 
an admirable muzzle velocity. 


the operating expenses of a public utility. The method to be 


q SICKNESS and pension provisions are a proper charge against 


adopted in making such provision is fairly open to the dis- 
cretion of the officers of the company and, in the end, it 
makes very little difference how it ts distributed among con- 


sunters. 


—DECISION OF THE UNITED STATES COURT FOR THE SOUTH- 
ERN DISTRICT OF NEW YORK, IN CONSOLIDATED GAS CO. v. 
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NEWTON, P.U.R.1920F, 483. 
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“We keep them on because it is 
good business,” said he. “They are 
worth the money we pay them.” 

Some intelligence is needed in the 
officers’ quarters, of course. Now 
and then a foreman will run afoul of 
an old man. He may also run afoul 
of a young man, and in that case he 
brings the usual charge. The young 
man is thumb-handed, he walks on 
his insteps, his brain was dulled by 
an accident in childhood. When a 
foreman wants to get rid of a man 
he is fertile in reasons. But if an 
old man is involved in an argument 
the foreman can add the otherwhere’s 
damning indictment: 

“He is too old. He won't do.” 

When that happens Colonel Stil- 
well makes a personal investigation 
if necessary. Sometimes the old man 
is too old in fact. The Consolidated 
Gas Company does not pretend to be 
so soft-hearted that it will keep old 
men on the active payroll when they 
have become unfit. But it often hap- 
pens that just a little smoothing away 
of friction is needed. Sometimes the 
old man is transferred or his work 
is changed. The important point is 
that experience has proven that a man 
does not become unfit merely because 
he is sixty or sixty-five or seventy 
years old. One may be too old at 
twenty. His neighbor of seventy 
may have the heart of a boy. 

“But does this plan pay?” 

“You bet it pays,” said Colonel 
Stilwell. 


HAT question had been asked be- 
cause I had been talking with 
one of the shining lights in life insur- 
ance. He is an intelligent, kindly, 
sympathetic man. I am very certain 
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that he believes what he told me: 

“It is far cheaper to pension a man 
off at sixty-five than to keep him on 
the payroll,” he said. “I know of 
a railroad which is keeping eleven 
hundred men on the payrolls long 
after they should be superannuated. 
That road is paying—perhaps twice 
over—what it would cost to retire 
those old men on pensions.” 

Stilwell rebuts vigorously. 

“We get our money’s worth in 
work,” he said. “Something more 
than that. We get our money’s 
worth in happiness.” 

It was that line that led me to ask 
Jimmy Dugan if he were properly 
grateful to the kind gentlemen who 
pensioned him at forty dollars a 
month when he was sixty. Mr. 
Dugan said heartily: 

“Th’ divils!” 


HE men who might have been 

retired at sixty or sixty-five pre- 
fer to keep on working, said Colonel 
Stilwell. No man ever looks for- 
ward happily to the prospect of be- 
ing retired, unless he has enough 
money laid by to enable him to live 
just the sort of a life he wants to 
live. Not many employees have that 
much money. A man who has 
worked all his life is just a broken 
bone when he has nothing to do all 
day long. The Consolidated Gas 
Company’s men prefer to work on 
until the weaknesses of age interfere. 
Then they retire contentedly. 

That keeps up the morale in the 
force, of course. Let us use a little 
common sense about this. An old 
man facing retirement knows perfect- 
ly well that the company will not 
allow him as pension the full pay he 
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What the New York Commission Thinks of the New York 
Telephone Company’s Pension Plan: 


ce WING to its cost, considerable study was 

made of the benefit fund and pension sys- 
tem plan and its results so far as the New York 
Telephone Company was concerned. . . . So far 
as the amount of expenses connected therewith, this 
commission is of the opinion that the plan works to 
the advantage of the company and the company’s 
subscribers. The cost to the company, if it car- 
ried compensation insurance, sickness, and accident 
insurance for employees, would undoubtedly be 








624. 


much greater than under the present plan.” 


—DECISION OF THE NEW YORK PUBLIC SERVICE COM- 
MISSION, IN RE NEW YORK TELEPHONE CO., P.U.R.1923B, 





has been getting. No company ever 
does. When he is pensioned, then, 
his income is materially lessened. 
The one way in which to defer that 
lessening is to be pleasant as well as 
efficient. His good temper has its 
effect on the good temper of the oth- 
ers. Of course. 

“We get our money’s worth in 
work and happiness,” said Colonel 
Stilwell. 

Once the men are retired the Con- 
solidated Gas Company pays them in 
pensions whatever is needed to make 
their lives comfortable and happy. 
This is not to be taken literally, of 
course. If a pensioner’s idea of a 
comfortable and happy life is an ex- 
travagant one he may be disappoint- 
ed. The point is that the pensions 
“are somewhat elastic,” and are 
granted not only on the fixed rate base 
but on the human element involved. 
The actuarial cost of getting rid of 
a man at sixty-five is $3,800. That 
is to say, a company that had not 
been building up an annuity for that 


old man would be forced to pay over 
$3,800 in cash to obtain for him a 
$40-a-month pension on his retire- 
ment at sixty-five. Under the plan 
of the Consolidated Gas Company 
that man may not have been retired 
at sixty-five. If he has worked on 
to seventy or beyond—as some of the 
men have—the cost to the company 
is reduced by whatever period he has 
worked beyond the usual retiring age. 

“Two men who have worked side 
by side for the same number of years, 
doing the same work at the same rate 
of pay, may be retired on the same 
day on widely different pensions. We 
take into account their domestic sur- 
roundings, their special relations, the 
planes on which they have lived. It 
would be throwing away money to 
give one man more than $40 a month, 
for instance. Another would be 
acutely miserable on so small a sum.” 

That still sounds paternalistic to 
me. But I withdraw the word. 

“We do not penalize the man who 
has been thrifty all his life. If he 
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has saved where his comrade has 
spent we do not deprive him of the 
pension to which he is entitled. Such 
a man is apt to need more in his 
latter years than does the man who. 
has spent freely as a young man. His 
tastes are different. 

“The retirement pay is made to fit 
the man instead of the job.” 

In my interest in the Consolidated 
Gas Company’s plan to give the re- 
tired employee the pension he needs— 
within certain limits, of course— 
rather than the sum established by 
the rigid factors of years of service 
and rate of pay—I find that I have 
completely forgotten to say anything 
whatever of the sick benefits and in- 
surance protection the company gives 
its employees. These are generous to 
a degree, as might be assumed from 
the manner in which the superannu- 
ates are treated. But they lack that 
news value which is to be found in 
Colonel Stilwell’s pronouncement that 
the old man has his value. 

“Sometimes he rates higher than 
the young man at his elbow on the 
same job.” 

It is evident that no comparison 
of costs between the Consolidated 
Gas Company’s plan and the hard and 
fast rule of dropping an employee 
through the trap at sixty or sixty-five 
is possible. The Consolidated Gas 
Company may work a man with satis- 
faction on both sides until he is seven- 
ty. One man of seventy-two is, I be- 
lieve, giving excellent service. Every 
day a man stays on the payroll and 
is able to deliver the goods he is paid 
for is one day of annuity the Con- 
solidated Gas Company is not called 
on to buy. Furthermore the com- 
pany is not committed to any defi- 


nite rate of retirement compensation. 

“We pay a man what we think he 
needs,” said Colonel Stilwell. 

That is indefinite enough to suit a 
Congressman in a close district. It 
appears, however, that this is actually 
what is done. The retired employees 
seem to be content. It is perfectly 
true—I like to be fair—that a retired 
employee who was not content would 
probably keep his tongue between his 
teeth. If he suspected himself of be- 
ing about to complain he would go 
out and take a long walk. All, all 
alone. 


“To plan works to your satis- 
faction with the comparatively 
small force of employees of the Con- 
solidated Gas Company,” I said. 
“Would it be operable in a much 
greater force? One, for example, 
like the Union Pacific Railroad?” 
Colonel Stilwell could not see why 
it should not be. The same factors 
apply to aging workingmen every- 
where. They are happier at work 
than they can be on pension. The 
average pension, according to Mr. 
James E. Kavanagh of the Metro- 
politan Life Insurance Company, is 
$40 a month. That is not enough to 
keep a husky middle-aged gentleman 
idle and happy. If he gets board and 
room for a dollar a day—decent 
board and room—he gets a bar- 
gain. That leaves only $10 each 
month for the other necessities of 
life. My friend Jimmy Dugan was 
fortunate in that he and his wife and 
his three pretty daughters had by 
some miracle acquired a small inde- 
pendence. For all that there was a 
full flavor in Mr. Dugan’s words 
when he spoke of the kind gentlemen 
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who had retired him on a $40 pension 
when he was sixty years old. 

The retired workman who has a 
wife to care for on $40 a month is in 
a tough spot. Children are not the 
dependable assets nowadays that they 
used to be. 

If that retired workman at $40 a 
month has not carried a comfortable 
life insurance policy—which as a 
class he has not—his wife is in a 
tougher spot on the day of his death. 

Yet it will be conceded by most 
that the company which retires its 
superannuates on pension at sixty or 
sixty-five years of age has done its 
full duty by them. The presumption 
is that the pension is an addition to 
the other resources of the man who 
has been taken off duty. In fact, as 
every one knows, the pension is apt 
to be his sole reliance. The plan of 
retirement at a definite age, rigidly 
adhered to, has its advantages for the 
company. The cost line can be chart- 
ed by any actuary for any period. 
The company is not compelled to 
make use of men who have passed 
the peak of usefulness. No mental 
effort is involved. No one is called 
on to adjust them to their jobs or to 
fit them into new places. 

At sixty-five they get the air. 


Beng is a third plan for dealing 
with the retired workman. No 
doubt there are scores of plans. I 
know there are. Mary Conyngton of 
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the U. S. Bureau of Labor Statistics, 
intimates that almost every corpora- 
tion that has a plan at all for the re- 
tirement of its men has worked out 
its own plan. But it seems to me 
that they fall into three categories. 

First, there is the rigidly actuarial, 
in which the workman is disposed of 
at a fixed age on a fixed pay. It is 
this plan that landed Mr. Dugan un- 
der a grape arbor when he would 
have preferred to be on the right of 
way with a pick. 

Second, there is the paternalistic 
plan of the Consolidated Gas Com- 
pany. I know the objection to that 
word “paternalistic.” But let me 
have my own way. Its only for a 
little time. 

The third plan is the one of which 
the American Telephone and Tele- 
graph Company is the chief exemplar. 
The aging workman may be retired 
at sixty or sixty-five at the company’s 
option. But now and then the com- 
pany does not wish to retire such a 
man. He may be a pole climber ex- 
traordinary. He may be able to sit 
in a back office and think out finan- 
cial problems. Perhaps he takes a 
twist of wire and a few glass tubes 
and works miracles. It would be silly 
waste to take such men away from 
their jobs; and the A. T. & T. is 
neither wasteful nor silly. But when 
the man is retired he goes out on a 
fixed rate. 

And that rate is never sufficient to 


that bear the public utilities label must accept the retirement 


q “THE larger industries and more especially the industries 


pension as an inevitable burden of the future. If they did 
not the state would soon be taking a hand.” 
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support that man in the style to 
which the A. T. & T. has accustomed 
him and the company knows it. 

Therefore, he is urged to do a little 
something for himself. 


| esp here is where the A. T. & 
T. plan, and the plans of other 
companies which are made on the 
same model, diverge from the plans 
in which all is done for the workman. 
It is made plain to the workman, and 
“workman” is an elastic term that 
covers every employee from vice 
president to line-man, that he need 
not save if he does not want to. No 
harsh words are used and there is 
never a suggestion that snowballs 
plus $40 a month are not nutritious 
enough to fill the dietary needs of a 
man of sixty-five. No one says: 
“The man who has gumption 
enough to save his money probably 
has gumption enough to hold his job 
permanently with the A. T. & T.” 
Stock buying is made easy for the 
employees. This plan is really unique. 
While employees pay for the stock 
through payroll deduction in small 
amounts over an extended period as 
is the usual practice with most em- 
ployee stock plans, telephone em- 
ployees are buying shares which will 
not be issued until they complete their 
subscriptions. Under most company 
plans the stock purchased is stock 
which has already been issued and is 
repurchased by the company. The 
interesting point in this connection is 
that the employee subscriber is pro- 
tected against fluctuations in market 
price during the period of completing 
his subscription by a provision that 
gives him the privilege of cancelling 
his subscription at any time while 


payments are still being made and re- 
ceiving his money back with com- 
pound interest. 


O Bees are other protections for 
American Telephone and Tele- 
graph employees. There are sickness, 
accident, and death benefits provided . 
without cost to the employee, and life 
insurance which the employee may 
buy and pay for through regular de- 
ductions from pay. They are cared 
for in sickness in a generous way. I 
believe there is even now a young lady 
in a hilltop sanitarium who has been 
there for nearly two years fighting 
tuberculosis; when she has regained 
her hea!th she may return to her desk. 
The effort is to protect the employee 
against the possibilities of misfortune 
during his active life, to provide him 
with an independence plus a pension 
when he has retired, and to guard his 
wife after his death by life insurance 
obtainable at a reasonable cost. 

The employee need not codperate if 
he does not desire. But his codpera- 
tion is welcomed. He is not urged 
to do anything, for he is a free moral 
agent. But the profit possible is set 
before him in plain figures at inter- 
vals. 

“The plan is worth all it costs us,” 
said Mr. J. C. Koons, vice president 
of the Chesapeake and Potomac Tele- 
phone Company. “We get a stable 
force of a higher quality than we 
could hope to get if our relations were 
merely those of the buyer of labor in 
the market and the man who sells us 
his hours. A large proportion of our 
employees accept the opportunities we 
offer them.” 

No A. T. & T. man need say at 
sixty what Jimmy Dugan said. 
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As Seen from the Side-lines 





i ie York reasonably could be ex- 
pected to supply the powder for 
a fine old-time explosion on the regu- 


lation and control of public utilities. 
* * 


Sue has the population. She has the 
wealth. She has the prestige of great- 
ness and of size. She has her myriad 
of attractions with their pristine glam- 
ors. She has an abundance of water 
power, unexcelled in its proximity to 


market. 
* * 


SHE has, as the not least of her citi- 
zens, Mr. Alfred E. Smith, who ran for 
President of the United States and 
polled more votes than any Democrat 


before or since. 
* * 


SHE has as her governor today Mr. 
Franklin D. Roosevelt, than whom 
there is no more formidable aspirant 
for the toga of party leadership worn 
by Mr. Smith, and not yet by him re- 
linquished. 

* o* 

So long as you have a Mr. Smith or 
a Mr. Roosevelt and a state of New 
York, you are bound to have a water- 
power issue that involves the regula- 
tion of public utilities and occupies an 
elaborate space in public discussion. 

* 2K 


THE most expert commentator on 
public events that I know said recently 
in a reminiscent mood that Mr. Smith, 
in his last campaign for the presidency, 
seemed well informed only on two sub- 
jects of national interest, prohibition 


and power. 
* 


You will recall that in his Denver 
speech he referred to the so-called 
power trust and he expounded as a na- 
tional principle the same doctrine that 
he laid down while governor of New 
York; that the water-power sites are 
clothed with a public interest and a 
public ownership which the people can 


and should put into effect whenever 


their desires so direct. 
* * 


Mr. Hoover contented himself with 
his earlier preachments on the necessity 
of rugged individualism and there he 
stood, while Messrs. Work, Good, 
Slemp, and the others went out and 
cornered the convention delegations 
which gave him a party nomination 
that, under the circumstances, was the 
equivalent to an election, if not a word 
of debate had been spoken by himself 
or Mr. Smith. 

* * 


GovERNOR Roosevelt may be fairly 
said to have derived his philosophy on 
this subject of water power and public 
regulation from two such diverse and 
socially antagonistic persons as Wood- 
row Wilson and Alfred E. Smith. The 
gentlemen from New Jersey ap- 
proached it from the viewpoint of the 
doctrinaire, the one from New York 
with the hammer-and-tongs conviction 
of actual experience. 

* * 


THERE is in the process of being 
consummated in New York one of the 
greatest industrial and economic merg- 
ers which the world has seen and which 
would cause. Theodore Roosevelt to rub 


his eyes and wonder if it could be true. 
* *” 


THE public service commission is be- 
ing asked to permit a connection of 
the Niagara Hudson system and of the 
Edison interests in New York city. 
With such a connection afforded there 
will be a unity of power interests 
stretching from the St. Lawrence on 
the north to Philadelphia and Cono- 
wingo on the south, embracing the rich- 
est and one of the most populous re- 
gions ever developed by man. 

* * 


Opsviousty it will afford water-power 
electricity to the great industries and 
mercantile establishments. It will sup- 
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ply reserves of power for future popu- 
lations and for prevention of those ces- 
sations of service which disgruntle the 
patrons of any individual plant. It 
should provide those economies which 
are supposed to be the products of 
centralized authority and massive con- 
solidations. 
* * 

On the other hand, there arises a 
bumper crop of foes, even in these 
times when it seems that about every- 
one is concerned in making a living for 
himself and not too deeply concerned 
in the abstract principles of govern- 
ment. These gentlemen say that water 
power belongs to the people; that it 
ought to be developed and distributed 
by the people for their convenience, not 
for the “private profit of a few.” Once 
private interests acquire these sites and 
rights, the public could never reclaim 
them, they say. It gives organized 
wealth a stranglehold upon the indus- 
trial and political life of the country, 
they argue. 

* * 

In rebuttal, the other side insists that 
private capital alone has shown the in- 
dustry and intelligence to develop them. 
Also, they ask, “Haven’t you got the 
public service commission of New York 
to protect you in case the service got 
bad or the rates got excessive?” And, 
of course, that leads ker-smack into the 
question of whether public service com- 
missions have their ears open only to 
the sly suggestions of the vested inter- 
ests or whether they are conducting 
themselves with the meticulous and 
stubborn independence of pre-war days. 

* * 

Mr. Smith may or may not want to 
run again. I don’t know, either way. 
Some say he has had enough of the 
political arena. Others pretend to know 
he believes he has a good chance to win 
in 1932. Still others assert they know 
him to believe that the public believe 
his one shot at it ought to satisfy his 
personal ambition. 

* * 

You will hear a great deal about 

Mr. Roosevelt not being a candidate 


2 


for the nomination. That is all the 
bunk. He not only wants it but is 
struggling to get it. He is so far in the 
lead now that he will be a difficult man, 
a mighty difficult man, for any other de- 


serving Democrat to overhaul. 
* * 


Ir will be interesting to watch Mr. 
Roosevelt’s attitude on this new situa- 
tion which has developed on his own 
doorsteps in New York. The Demo- 
cratic party (meaning that section of 
it which gets itself elected delegates to 
national conventions) is not today the 
liberal party which adopts the public- 
ownership philosophies above set forth. 
The Democratic party is financed, at 
preélection times when delegates are 
needed, by the same manner of men 
and the same manner of interests that 
supply sustenance to the Republican 
party. There are tariff schedules to be 
adjusted, public contracts to be ob- 
tained, and possibly an ambassadorship 
or two to be collected; and these inter- 
ests have got to be on the winning 
side, in one way or another. 

* * 


Mr. Roosevelt is smart enough, he 
has been in the game long enough, to 
know all this. The man-on-the-street 
doesn’t abandon his pick and shovel and 
dinnerpail to trot out to Colorado or 
North Dakota looking for delegates for 
any presidential candidate. These cam- 
paigns cost plenty, and the funds are 
contributed for the most part by men 
who have plenty. And men who have 
plenty aren’t likely to bring in dele- 
gates who would register themselves in 
favor of public ownership. 

* * 


It is said that responsibility makes 
the radical officeholder more conserva- 
tive and the conservative officeholder 
more liberal. A man doesn’t have to 
be an officeholder to undergo such a 
transformation. He may be only a 
prospective officeholder. Watch New 
York. You then can write your own 
ticket. 


frlae Zo Kant 
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SPARKS 


for the speaker’s table 


(Quips and cues for the utility man who is called upon to “say a 
few words” before informal gatherings.) 


“Mother,” said the small boy, “do they have electric plants in heaven?” 
“No, dear,” replied mother. “It requires engineers to build electric 


plants.” 
> 


A man dashed into the station with only a minute to catch his train: 
“Quick! Give me a round-trip ticket!” 

“Where to?” 

“Back here, you nut.” 


> 


A chap was arrested for assault and battery. The judge asked him his 
name, occupation, and what he was charged with. 

“My name is Sparks, I am an —— and I am charged with battery.” 

“Officer, put this man in a dry cell 


> 


It must have been something of a blow to the father of six lovely 
daughters who, while reading a telegram from home announcing the birth 
of a seventh lovely daughter, looked up and saw the sign: 

“If you Want a Boy, Call Western Union.” 


> 


“Was the man your car ran over a total stranger?” asked the superin- 


tendent of the motorman on the limited. 
“No, sir,” replied the motorman, “one arm and both legs were cut off. 
He was only a partial stranger, as far as I could make out.” 


> 


Jupce (in traffic court)—“T'll let you off with a fine this time, but an- 
other day I’ll send you to jail.” 

Bus Driver—“That is exactly what I predicted.” 

Jupce—“What do you mean?” 

Bus Driver—“Fihe today—cooler tomorrow.” 


* 





During a history lesson a teacher asked the class, “What happened in 1847?” 


“Edison was born,” promptly answered a pupil. 

“Quite right. And what happened in 1851?” 

After a long pause during which he performed laborious calculations in 
mental arithmetic the pupil ventured: 

“Edison was four years old!” 
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A stranger to this land and language appeared at the ticket window in 
a New Jersey passenger station the other day and asked for a ticket to 
Buffalo, handing in a $20 bill. 

“Change at Albany,” the clerk said. 
‘ “None of that now,” replied the stranger, “Oi want me change right 
ere,” 


> 


A teacher who was endeavoring to interest a class in practical matters, 
gave them a lesson based upon an advertisement from a newspaper. 

A gas company had advertised for a meter reader and the teacher re- 
quested the boys to write an answer to the advertisement. One of them 
wrote: 

“Dear Sirs: I have read your advertisement in the newspaper asking 
for a meter reader. I hate meter reading. Can't you get someone else?” 


> 


“And how much would you say this colt was worth?” asked the railroad 
claim-agent of the farmer. 
igs.) a cent less than $500!” emphatically declared that sturdy son of 
the soil. 

“Pedigreed stock, I suppose?” 

“Well, no,” the bereaved admitted reluctantly. “But you could never 
judge a colt like that by its parents.” 

“No,” the attorney agreed dryly. “I’ve often noticed how crossing it 
with a locomotive will improve a breed!” 


* 


The street car was crowded, but our hero, tired after a hard day’s work, 
had succeeded in getting a seat, much to the annoyance of a militant- 
looking Amazon who was forced to stand directly in front of him. She 
vented her spite by depositing, from time to time, her entire weight on his 
foot. Finally, exasperated, the long-suffering fellow spoke up. 

“Lady,” quoth he, “would you mind getting off my foot?” 

Waspishly, the lady retorted: “Why don’t you put your foot where it 
belongs ?” 

Which was the last straw! “Lady,” replied our hero, “don’t tempt me!” 


¥ 


A lineman with a broken leg was taken to a hospital for treatment. 
. After the leg had been set, the nurse asked him how the accident occurred. 
He replied: 

“You see, ma’am, it was this way: I was stringing for the company and 
I only had one ground mole. He was up a big come-along, and she was a 
heavy one. I was pullin’ on her and yelled to the mole to give the guy a 
wrap; instead he threw a sag into her, and that broke my leg.” 

“Yes,” the nurse replied, “but I don’t exactly understand.” 

“Neither do I,” said the lineman. “The darn fool must have been crazy.” 


* 


The railway tracks ran parallel with the fence of an insane asylum. A 
local train was doing some switching nearby, one of the brakemen flagging 
the rear end, when a male inmate peered over the fence at him and asked: 
“Are you working for the railroad?” 

BraKEMAN—“ Yes.” 

INSANE OnE—“Do you work every day?” 

BraKEMAN—“ Yes.” 

INSANE OnE—“Do you work when it is cold and rainy?” 

BraKEMAN—“Yes.” 

INSANE ONE (eying the brakeman for a full minute)—“Then you are 
on the wrong side of the fence.” 


















What Others Think 





The Problem of Unemployment; Its Relation 
to the Utility Industry 


NEMPLOYMENT threatens to under- 

mine the foundations of our 
capitalist society. With excess food 
and clothing available in the world, 
hungry and insufficiently clad men un- 
able to find work to buy these things 
are a sorry commentary on our eco- 
nomic and social organization. In ad- 
dition to the human misery, however, 
there is not one industry that escapes 
the consequences of unemployment, 
either directly or indirectly. No indus- 
try can, therefore, afford to neglect 
the study of its share in the solution of 
the problem. 

This is true even of the public utili- 
ties where employment is relatively 
constant. 

The problem of unemployment chal- 
lenges the initiative of the leaders of 
industry. It is clear that the solution 
cannot be found exclusively by govern- 
mental action. It cannot be solved by 
an academic discussion by sociologists 
and economists. Nor can a utopia with 
work for all men at all times be 
achieved by business men alone. Co- 
Operation between the government, the 
academic mind, and the practical busi- 
ness leader is essential to investigate 
first of all the causes of involuntary 
idleness. Collaboration of all these 
agencies is needed to provide a solu- 
tion. Effective action is predicated 
upon accurate knowledge of the causes 
of unemployment. The book “The 
Problem of Unemployment,” by Pro- 
fessor Paul H. Douglas, provides such 
an analysis in excellent form. The 
business man will find here the results 
of painstaking research on unemploy- 
ment, suggestive of ways and means of 
solving the problem in the future. 

Professor Douglas was called upon 


by Swarthmore College to undertake 
this investigation of unemployment. 
Assisted in his research by Mr. Aaron 
Director, the authors have published a 
statement of the problem that will cer- 
tainly appeal to the practical man in its 
clearness and manner of presentation. 


HAT is the extent of unemploy- 
ment and how can it be meas- 
ured? An index of unemployment has 
been devised that apparently gives a 
satisfactory picture of the situation. 
The causes of seasonal and cyclical un- 
employment are analyzed and means of 
diminishing their effects are discussed. 
For the public utility man, the study 
of technological unemployment will 
probably have the greatest interest. 
To the query “Will workers be thrown 
permanently out of employment by 
these improvements in machinery and 
in managerial efficiency,” the conclusion 
is reached after careful analysis that 
“permanent technological unemploy- 
ment is impossible.” There is a trans- 
fer of labor from some lines to others. 
“The fears of permanent technological 
unemployment have been greatly exag- 
gerated.” The placement of labor and 
unemployment insurance are studied as 
means of mitigating the evils of en- 
forced idleness. While the situation in 
the United States is of paramount in- 
terest, the authors have pertinently in- 
cluded a consideration of European 
experience in many of the phases of the 
problem and its proposed solutions. 
By their quantitative and qualitative 
analysis of unemployment, by their 
estimate of the relative importance of 
the various causes of unemployment, 
the authors have accomplished a con- 
structive and useful work on this fund- 
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amental problem now challenging us. 
—DonaLp ARMSTRONG. 


THE PROBLEM OF UNEMPLOYMENT. By Paul 
H. Douglas, Professor of Economics, Uni- 


versity of Chicago, and Aaron Director, 
Instructor in Economics, University of 
Chicago. Preface by Frank Aydelotte, 
President, Swarthmore Coleg. New York: 
ie Macmillan Company, 505 pages. $3.50. 





The Two Extremes in Economic Viewpoints— 
Washington and Moscow; a Modern Political Iliad 


a4 HE supreme intellectual challenge of 

our time, in the domain of social 
and political science, is that which has its 
polar centers set in Moscow and -Washing- 
ton, respectively. It is personified by Stalin 
on the one hand, and by Hoover upon the 
other. Behind each of these leaders and 
spokesmen there is a great tradition: Be- 
hind Stalin are Lenin and Marx, and be- 
hind Hoover are Lincoln and Jefferson. 
One seeks to subordinate the citizen to the 
state, the other to subordinate the state 
to the citizen. The ideal of the one is a 
state economy developed to the highest 
possible degree of efficiency and power, 
regardless of the despotism over and 
oppression of the individual necessary to 
that end. The ideal of the other is the 
highest possible degree of well-being and 
efficiency of the individual citizen and the 
individual family, and the conscious and 
— direction of the state to that 
end.” 


In this striking manner does John 
Spargo, “reformed” socialist, describe 
the present-day situation of world 
economy. To him the outcome of the 
economic conflict between Washington 
and Moscow promises to have just as 
lasting an effect upon the history of 
future nations as the result of the seige 
of Troy by the Greeks or the struggle 
beween Rome and Carthage. 


HE object of Mr. Spargo’s com- 
parison of Moscow and Washing- 
ton is to emphasize the fact that any 
useful consideration of the subject of 
government participation in business in 
the United States must be limited by 
our own conditions and needs. No 
achievement in Russia by Stalin or in 
Italy by Mussolini can be accepted as 
indicators of the way for us. 
Mr. Spargo disagrees with those 
critics of our capitalistic state who 
keep repeating that we are unaware of 


or indifferent to its defects. He says 
that Mr. Hoover is as keenly aware of 
the ills incidental to our civilization as 
Stalin is as fully and as desirous for 
their removal. ‘He points out that the 
socialists center their attack not upon 
those industries which have been the 
most guilty of economic shortcomings, 
but rather upon those which have been 
most successful, as witnessed by the 
current clamor against the electric pow- 
er industry. Mr. Spargo places the elec- 
tric industry at or near the top of our 
industries, judging by any measure of 
merit, including rates for service, com- 
pensation to employees, and wholesome 
influence on national life, although he 
concedes the possibility of occasional 
abuses within its ranks. 


r. Spargo is against government 
M ownership in principle regardless 
of the economic aspects of the con- 
troversy. He tarries long enough in 
his main argument to point out that 
not one of the hundreds of the in- 
vestigations has shown the slightest 
superiority of government enterprise 
over private enterprise when fairly 
judged on an equal basis, whereas the 
superiority of private enterprise is al- 
most universal. He makes a capital 
suggestion that there ought to be a law 
in every state in the Union to compel 
municipal utility plants to keep classi- 
fied accounts uniform with the classifi- 
cations now imposed on_ privately 
operated plants. Such a law, he says, 
would soon show up the shortcomings 
of governmental operation—shortcom- 
ings heretofore hidden in the woodpile 
of fiscal manipulations, and consequent- 
ly paid for by unsuspecting taxpayers 
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gates—the native born and self-styled 


out of general funds. But even if this 
were not so—John Spargo still thinks 
gcevernment ownership ought not to be 
encouraged. He says: 


“If the truth were opposite to what it 
is, and it could be shown that government 
ownership and operation resulted in serv- 
ice as good as or better than that given 
by private enterprise, but at lower cost, 
the case for government enterprise would 
not be thereby placed beyond dispute. It 
would still be true that the social effects 
of government competition with private 
citizens in industry and business are evil 
and deplorable, and the evil infinitely out- 
weighs any advantages gained. 

“The greater the extent of the influence 
and participation of the government in 
industry and business the more rigid the 
framework becomes, the less flexible the 
economic system, and the smaller the capac- 
ity of both the nation as a whole and the 
individual citizen to withstand and sur- 
mount periods of adversity and depression. 
This can be demonstrated with almost 
mathematical precision and accuracy. If 
we take the half dozen leading industrial 
nations of the world we shall find that 
during the present period of depression the 
nations which have gone farthest in the 
direction of collectivism, in which the ex- 
tent of government participation in in- 
dustry and business is greatest, have suf- 
fered most while those nations which have 
developed the least government competi- 
tion with their citizens in industry and 
business have suffered least.” 


_ Mr. Spargo warns that Soviet Russia 
is not nearly as great a menace to us 
as the weak sisters within our own 


“liberal” critics of our capitalistic 
structure, who, while professing to 
being constructive in spirit, can see 
nothing good in capitalism and push us 
on to government ownership as the first 
step towards reducing our industries to 
social control. 


M:® Spargo probably represents the 
extreme Right in modern Ameri- 


can economic thought, because he is 
against government ownership in prin- 
ciple regardless of dollars and cents 
just as the New York city communists 
would represent the extreme Left be- 
cause they believe in government own- 
ership in principle regardless of dol- 
lars and cents. Somewhere between 
the two there are a great many leading 
Americans who believe that principles 
ought to be kept out of the argument 
and that the task of operating our 
utilities, for example, ought to be given 
to the party who can do the best job 
for the cheapest price regardless of 
whether he wears the garb of a private 
citizen or comes to work every morn- 
ing arrayed in the brass buttons of a 
public servant. 
—F. X. W. 


SoctaL Errects or GovERNMENT COMPETITION 
IN Inpustry. Address by John Spargo. 
Institute of Public Affairs, University of 
Virginia, July 9, 1931. 





An Analysis of What Federal Regulation 


Has Done for 


ART I of the thorough study of the 

Interestate Commerce Commission 
being made by Professor Sharfman of 
the University of Michigan under the 
auspices of the Commonwealth Fund 
has made its appearance. This book, 
entitled “The Interstate Commerce 
Commission, a Study in Administra- 
tive Law and Procedure,” should find 
its way into the library of every regu- 
latory commission and every business 
organization which has anything to do 
with matters falling under the juris- 


the Railroads 


diction of the commission. It deals 
with the legislative basis of the com- 
mission’s authority and “traces the evo- 
lution of the Interstate Commerce Act 
and allied statutes, not only as a means 
of indicating the nature of the powers 
with which the commission is clothed 
and of the duties with which it is 
charged, but in terms of the impact of 
the commission’s performance upon the 
development of the legislative struc- 
ture.” Parts II, III, and IV, which will 
follow, deal respectively with the scope 
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MAYBE IT’S THE BEGINNING OF ONE OF THOSE 
BEAUTIFUL FRIENDSHIPS 


of the commission’s jurisdiction, the 
character of the commission’s activi- 
ties, and the commission’s organization 
and procedure. 

This first volume is of particular in- 
terest in that it presents a detailed his- 
torical statement concerning the whole 
series of Federal railroad acts begin- 
ning with the Interstate Commerce Act 
of 1887. It is noteworthy that, in Pro- 
fessor Sharfman’s opinion, the com- 
mission itself has been a motive force 
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in the passage of succeeding legislation. 
Another more striking point brought 
out is that the “history of railroad 
regulation is inseparable from the his- 
tory of railroad transportation.” 
Ultimately, it is clear, the character 
and scope of legislative policy, in fash- 
ioning the general goal of administra- 
tive regulation, constitutes the govern- 
mental response to the pressure of eco- 
nomic facts. The history of railroad 
regulation is inseparable from the his- 
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tory of railroad transportation (in its 
public aspects), and the development 
of the railroad industry, with its par- 
ticular problems and policies, is itself 
but a special manifestation of tenden- 
cies operative in the larger economic 
sphere. Fundamentally, in other words, 
both the need of railroad control and its 
general direction are determined by the 
course of economic events, especially 
in so far as that course is guided by 
the peculiar characteristics of railroad 
operations. An effort has been made 
to direct attention to the outstanding 
influences of this character, in their re- 
lationship both to the initial enactment 


of the act to regulate commerce and to 
its subsequent modifications and supple- 
ments. 

Too much praise cannot be heaped 
upon the author for his valuable con- 
tribution to the literature already in 
existence dealing with the regulation of 
railroads. 

—Paut V. BetTTeErs, 
Brookings Institution, 
Washington, D.C. 


Tue INTERSTATE COMMERCE CoMMISSION. A 
study in Administrative Law and Pro- 


cedure. By I. L. Sharfman. New York: 
The Commonwealth Fund. 317 pages. 
Price $3.50. 1931. 





The Power Question as a Political Issue in 1932 


HE national political campaign for 

1932 seems to have gotten off to 
an early start in every other department 
except in the selection and clarification 
of a main issue. 

It is to be taken for granted that 
President Hoover will be nominated by 
the Republicans and if internal develop- 
ments within the ranks of the Demo- 
crats keep up at their present pace the 
name of their candidate too should be 
fairly certain well in advance, of their 
national convention. The alignment of 
the national committees of both parties 
seems to be settled at last after strong 
efforts to displace both Chairman 
Raskob, of the Democratic Committee, 
and Senator Fess, of the Republican 
Committee. But neither party seems to 
have indicated just what issue will re- 
ceive dominant attention during the 
1932 campaign. 


ch Democrats can be counted up- 
on to deplore the depression ; the 
Republicans will point with pride to 
President Hoover’s moratorium of war 
debts, while both will hem and haw 
considerably before taking a definite 
stand upon prohibition, if they ever do 
so. But political history has shown 
that there is really only one issue to 
every campaign. That seems to be 


about all the electorate can digest at 
one time, regardless of how many other 
issues may be discussed. Bryan was 
defeated on free silver; Wilson was 
elected in 1916 because “he kept us out 
of war”; Harding was elected because 
he promised to be careful about the 
League of Nations; Coolidge, because 
he brought prosperity ; and Hoover be- 
cause he promised to keep it with us. 
Hence, in view of other political bally- 
hoo so far in advance of 1932, observ- 
ers are interested and puzzled as to just 
what will be the major issue in the 
coming campaign. 


HIS brings up for consideration 

the proposition of whether or not 
the “power issue” can be made into a 
dominant national issue. 

Doubtless, leaders of both parties 
would be glad to have it so in order to 
avoid speaking of such distressing and 
dangerous topics as prohibition and 
tariff. But will the electorate swallow 
the bait? 

It has happened that the issue dressed 
up carefully by both sides as the ideal 
main ring in the campaign circus 
has been ignored by an electorate, 
which perversely showered its attention 
upon a minor issue previously regarded 
as a side show. That is what happened 
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in 1924, when John W. Davis pointed has undertaken to defend the Kansas 
to the oil scandals of the Harding ad- City Star against a libel suit filed by 
ministration only to find the voters Henry L. Doherty, as a result of Editor 
“keeping cool with Coolidge.” In spite Longan’s criticism of the Cities Service 
of Mr. Davis’ public denunciation of organization during Mr. Doherty’s 
Teapot Dome, the election went off on recent run-in with Governor Woodring 
the issue of Coolidge prosperity. over natural gas rates for Kansas. 

Notwithstanding the sagacious Al Commenting upon the political signifi- 
Smith’s warning that he “never got very cance of this legal alignment, the week- 
far” with the power issue, Govern- ly magazine, Time, states: 


or Roosevelt in the Democratic camp, 
and Senator Norris in the Republican 
camp seem to be among those who feel 
that the power trust is ripe material 
for a national issue. On the- question 
of how the issue should be raised, 
however, there is no general agreement. 
The editor of World’s Work says that 
this is inevitable because “power” is 
not a single issue but a wide variety of 
issues, some of which bear small rela- 
tion to one another. The editorial 
states : 
“There is the question of water power 
on the St. Lawrence river—a question 


which is not a national issue but an issue 
local to New York. There is the question 


“Regular counsel for the Star is Watson, 
Gage, Ess, Groner & Barnett. Senior 
Partner I. N. Watson is the firm’s authority 
on libel. He defended Henry Ford against 
Aaron Sapiro. Associated with him in 
that case was Senator Reed, and last week 
hard-hitting Lawyer Reed was again called 
in. White-crested, choleric of complexion, 
a cigar clamped in the corner of his axe- 
mark mouth, he will glory in fighting once 
more ‘for the people.’ For be rman the 
merits of the two sides may be, with 
Lawyer Reed’s party reputation at stake 
locally (Governor Woodring is a democrat 
in republican Kansas) and with presidential 
nominations nearing, the $12,000,000 dam- 
age suits will ultimately be overshadowed 
by the larger issue of the fight—between 
the People and Monopoly.” 


of power at Muscle Shoals, but on this TS leads up to the question: 


question the advocates of government 
operation are themselves divided between 
those who believe, with ex-Governor Smith, 


What would be the vulnerable 


point of attack against the present Re- 


that the government should merely operate publican administration on a national 
Oe pene. —_ and Shoes, —_ > ge scale, assuming that the Democrats did 
WHE SEREOT OCeS, Tt K sou aso dertake to make power a national 

i lines. Th i om P eee 
construct transmission lines ere 1S e issue in 1932? Dr. Charles A. Beard, 


question of revising various state laws un- 


der which public utilities are regulated, enumerating the deeds and misdeeds of 
but this question must be — the the present administration in the pro- 
state capitals and not in Washington. oressive weekly, The Nation, seems to 


There is the question of Federal regula- 
tion of power transmitted across state 


think that President Hoover’s selection 


lines, and there is the entirely separate for the power commission leaves much 
question of Federal regulation of such to be desired. He hastens to explain 
activities of holding companies as are inter- that this was not entirely the Presi- 


state in character. 


“Whether any candidate for President dent’s fault. He was between Scylla 
can make an effective national issue of and Charybdis. Dr. Beard stated: 


these widely varied questions, in the ab- 
sence of more general dissatisfaction with 
existing rates than has appeared to date, 
remains to be disclosed. Despite the vigor 
of Governor Pinchot’s attack, we doubt it.” 


E that as it may, some political 
figures of national prominence are 
becoming involved in utility contro- 
versy previously regarded as purely 
local in character. Such is the case of 
ex-Senator Jim Reed, of Missouri, who 
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“Without going into other details border- 
ing perhaps on the invidious, we may look 
at President Hoover’s selections for the 
Federal Power Commission. No one will 
contend, it may be presumed, that any of 
the men chosen for this agency is a trans- 
cendent expert in public utilities. No such 
expert could possibly have been appointed 
to the commission. If Mr. Hoover had 
chosen as chairman Mr. Morris L. Cooke 
or some member of an existing state 
commission known to be strict in his 
theories respecting prudent investment, 
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realistic valuation, and fair return on 
bona fide capital, the nominee could not 
have got past that third house of the 
national Congress—the Organized Util- 
ity Interests of America. If, on the 
other hand, Mr. Hoover had selected a 
seasoned and disciplined specialist from 
one of the great utility companies, the 
slaughter in the Senate would have been 
terrible to behold. Hence the President 
chose the only course open to him and 
selected colorless men for the Power Com- 
mission—men guiltless of positive opinions, 
at least as far as public knowledge runs.” 


Dr. Beard then goes on to show that 
however handy the obscurity of these 
appointees may have been in aiding 
them to pass senatorial muster, their 
resulting incompetence immediately got 
them into trouble. Scarcely had the 
ink dried on their appointments when 
they fired two “liberal” subordinates as 
troublemakers and overnight converted 
them into “power martyrs.” Then, in- 
stead of seeing the fight through, and 
squaring off for a fair “battle with the 
reds” that might have delighted an 
electorate, which always loves a fight, 
the commission suddenly relented and 
reinstated one of the martyrs, (Govern- 
or Roosevelt put the other on the New 
York state payroll before the commis- 
sion could rob him of his crown of 


martyrdom) to the disappointment of 
the public and the disgust of the press, 
Dr. Beard states: 


“Just at the moment when the heavy 
artillery should have opened, orderlies 
came running with an authentic report 
that King was being restored to his. posi- 
tion as accountant to the commission— 
indicating a a | retreat on the part of the 
masters of the establishment. This 
fumbling of the ball has concentrated the 
fierce light of newspaper scrutiny on the 
Power Commission. No other agency in 
the government is now so closely watched. 
It can hold no hearings, take no testimony, 
make no orders without raising apprehen- 
sion.” 

UMMING up the sentiment of the 

press generally, editors seem to be 

skeptical of the ability of either Gov- 
ernor Roosevelt or Senator Norris to 
sell “power” to their respective party 
leaders as a national issue, but if the 
Democrats do decide to tackle the 
dragon we will probably hear much 
more about the Federal Power Commis- 
sion in 1932. 
—F. X. W. 


Epiror1aL. World’s Work. August, 1931. 
Eprrortat. Time. July 20, 1931. 


THE PrEsIDENTIAL APPOINTMENTS. By Charles 
A. Beard. The Nation. July 22, 1931. 





An Assault on the Utilities That Is 
Madder but Dreiser 


HILE it is no news to hear utilities 

lambasted by politicians, utility 
executives are still wondering just why 
the novelist Theodore Dreiser went out 
of his way some weeks ago to take a 
poke at the “power trust.” They will 
probably be amused to read Editor Wil- 
liam Wallace Chapman, of the San 
Francisco weekly, The Argonaut, give 
his comical description of the appalling 
significance of this new development to 
the power magnates. 

Up to now, Editor Chapman claims, 
the public has failed to warm up to the 
harangues of the politicians, but with 
the advent of the mighty man of letters 
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in the lists of the people’s champions, 
the aspect of the situation grows, in- 
deed, black for the utilities. The edi- 
torial states : 


“And now, who can tell? For at one 
bound, armed cap-a-pie, lance in rest and 
vocabulary unimpaired, there has come 
bounding to the fore, breathing fire and 
slaughter, challenging the monster to a 
duel to the death, one Theodore Dreiser, 
snorting for the fray. Sulphurous fumes 
of denunciation pour forth from his 
nostrils. His feet thunder as they tramp 
into the open arena. Every dictionary is 
open, every synonym and antonym attends 
him, the glossaries are alert, his thesaurus 
is ready for the combat. 

“Already the ‘power trust’ is trembling 
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and quaking like an aspen in the wind. 
It’s all up with them now. Norris and 
Borah and Pinchot and Roosevelt were 
a jest. But Dreiser? Ah! That is an- 
other matter. Here is the doughtiest of 
champions, victor, indeed, in that joust 
with a far more fearsome opponent than 
a power trust could ever be! How, in- 
deed, shall the ‘power trust’ hope to cope 
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with the warrior who braved the lightning 
eyes, the beetling brow, and the petulant 
tempers of Sinclair Lewis and with one 
fell slap reduced him to tame submission? 
. . . On, Theodore, on! Charge, Dreis- 
er, charge!” 

—D. L. 


Eprtortat. The Argonaut. July 25, 1931. 





“Human Relations’ 


’ Instead of Law in 


the Regulation of Utilities 


N a recent address to a power utility 
I group at Del Monte, California, 
Hon. Leon O. Whitsell, of the Cali- 
fornia commission, stirred up a long- 
brooding controversy between advo- 
cates of commission regulation and its 
critics when he suggested that public 
utilities should take the initiative in 
rate disputes by friendly conferences 
and negotiations. 


“fhe egy Whitsell is of the 
opinion that the advantages of 
friendly codperation have been fully 
demonstrated by the companies and the 
regulatory authorities in his state by 
conferences and negotiations instead of 
controversial rate litigation. He states 
that the people of California have 
saved $3,000,000 in the last three years ; 
that is the estimated expense saved by 
agreement. Otherwise the ratepayers 
would have had the cost of the fight 
included in their service bill. The com- 
missioner stated that he was not in 
sympathy with the idea sometimes ex- 
pressed in high places that the regula- 
tion of public utilities by the state 
commission has proven a failure, and 
that some other method or system 
should be adopted in lieu thereof. 

He reviewed the results of regula- 
tion in California and stated that the 
people of that state have enjoyed ade- 
quate service at reasonable rates, while 
the utilities have prospered under a 
fair return upon a fair value of the 
property used in public service. He 
observed also that the commission’s 
policy so far as public utility financing 
is concerned has lowered the cost of 
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money to the utilities, stabilized their 
financial structure, and made watered 
stock and over-capitalization of utilities 
things of the past in California. Com- 
missioner Whitsell stated : 


“In my judgment, the remedy to be ap- 
plied does not lie in the realm of the law, 
but in that of human relations and eco- 
nomics. The companies can improve condi- 
tions by voluntary action, and thus, in a 
measure, at least, become largely self- 
regulating in so far as the adjustment of 
rates is concerned. I refer to what I 
choose to call ‘regulation by conference’ 
as against formal proceedings. Much good 
has been accomplished in the past through 
amicable adjustments effected around the 
conference table, and I believe that much 
more is to be accomplished in the future.” 


N giving specific instructions as to 

how round table regulation might 
be installed, Commissioner Whitsell 
suggested that when a utility sees that 
its rate of return is exceeding the rate 
allowed by the commission it should 
voluntarily work out a reduction and 
obviate the necessity of action by the 
commission or the consumers. In case 
an increase is imperative the same 
method could be applied. 


HE reactions to Commissioner 

Whitsell’s suggestions were gen- 
erally favorable and sympathetic, and 
though some commentators are inclined 
to be somewhat skeptical as to the pos- 
sibility that round table regulation could 
ever be accepted without suspicion by 
the public. The weekly journal of the 
telephone industry, Telephony, seems 
to believe that the failure of utilities 
and commissions to get together on 
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round table regulation in the past has 
been due in part to the querulous dis- 
position of some state commissioners. 
The editorial pointed to current wran- 
gling over salaries of certain of the Bell 
system officials before one of the state 
commissions and concluded : 


“Tf the theory of state regulation of pub- 
lic utilities is to survive there must be 
more coOperative action between the com- 
pany and the commission. Otherwise, the 
public may well favor abolishing the com- 
mission and let the rate cases go at once 
to the courts. 

“The anti-utility politicians at Washing- 
ton who want Federal regulation are re- 
joicing at every dispute between the state 
and a service company. All these wrangles 
strengthen their contention that state regu- 
lation has failed. Yet there is plenty of 
evidence on the other side of the case.’ 


Se gas industry, as evidenced by 
an editorial in the Gas Age- 
Record, appears to be somewhat more 
optimistic about the ultimate success of 
round table regulation. The gas journ- 
al’s editorial would have us believe 
that constant dropping of hints will 
wear away the hard stone of public 
opposition and public suspicion. It 
states: 

“Mr. Whitsell’s ideas are not new to 
the gas industry but they bear constant 
repetition. Increasing attention to public 
relations can very well begin with friendly 
conferences on rates and lead to voluntary 
reductions whenever possible. The public 
appreciates fair play, even if it does not 
always seem to exercise it.” 


ORMER Interstate Commerce Com- 

missioner Thomas F. Woodlock, 
writing in. the Wall Street Journal, 
probably voices the sentiment of that 
school of thought which holds that 
round table regulation is too Utopian 
for the temper of the American public, 
at least for present practical purposes. 

Mr. Woodlock concedes that round 
table regulation may be possible in a 
state such as California where the com- 
mission is strongly entrenched in pub- 
lic confidence, but he does not: believe 
that it would be successful in New 
York city. He points to a recent rate 
case tried out before the New York 
Public Service Commission with ex- 


tensive hearings in New York city in 
which the ultimate decision correspond- 
ed closely to the original propositions 
of the utility companies concerned, 
abundantly supported by facts and 
sound reasoning upon such facts. Yet 
in many quarters the result was re- 
ceived with howls of rage. 

Now, says Mr. Woodlock, suppose 
the | same decision had been reached 
behind the closed doors of a conference 
room; what would the public reaction 
have been? He thinks the decision 
would have been hailed through the 
length and breadth of the state as an- 
other indication that “regulation had 
failed.” 

Mr. Woodlock stated his opinion of 
Commissioner Whitsell’s plan as fol- 
lows: 

“Common sense of the ‘commonest’ (be- 
cause most uncommon) kind! But what 
are you to do about it when, on the one 
hand, commissions are afraid to talk across 
the table with utility companies lest they 
be accused of trafficking with ‘public 
enemies,’ and, on the other hand, company 
managers are afraid lest they be walking 
into the spider’s parlor? Your bureaucrat 
is of all men the timidest; he must shelter 
himself always behind formalities the 
while he professes to dislike ‘star-chamber’ 
methods and talks gallantly of ‘dealing in 
the open.’ Cowardice is at the bottom of 
this and it is proof of the California com- 
mission’s strength that one of its members 
can openly advocate a policy such as that 
described by Commissioner Whitsell.” 


T might be added almost as a tribute 
to Commissioner Whitsell’s reputa- 
tion for personal integrity that not even 
the radical press hailed his suggestion 
for round table regulation as a scheme 
to “put one over” on the American pub- 
lic by agitating for a closed door regu- 
latory policy. Apparently, whatever 
may be the general opinion as to the 
merits of his plan, Commissioner Whit- 
sell’s suggestion has been accepted as a 
sincere attempt to make utility regula- 

tion a success. 

—F. X. W. 


Eprrortat. Telephony. July 18, 1931. 
EprrortaL. Gas Age-Record, July 11, 1931. 


Setr-ReGuLaTIoN. By Thomas F. Woodlock. 
The Wall Street Journal. July 14, 1931. 
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The March of Events 





Alabama 


Legislature Acts on Bills In- 
creasing Board’s Powers and 
Extending Terms 


wo bills killed by the senate would have 

extended the terms of office of- commis- 
sioners from four to six years and would 
have increased their powers. The bills were 
indefinitely postponed after a vitriolic attack 
upon the commissioners. 

The bill extending the term of office pro- 
vided for the election of one commissioner 
every two years. Commissioner Fitzhugh 
Lee’s present term would have been extend- 
ed two years under the bill because, accord- 
ing to sponsors of the legislation, he pulled 
a larger vote in the last election than Com- 


missioner E. P. Morgan. Senator McDan- 
iels, according to the Mobile Register, com- 
plained that one of the present members 
would be running for office and the other 
two could “log-roll” for him, and that sort 
of thing ls go on ad infinitum. 

The same senator attacked the bill increas- 
ing the power of the commission to compel 
utilities to sell electric current, gas, or water 
to other utilities. His opposition to this bill 
was largely founded upon his animosity 
towards the present commissioners. 

The legislature has, however, approved an 
enlargement of commission jurisdiction so 
as to provide for supervision and regula- 
tion of the financing and securities of tele- 
phone companies, with certain exceptions, 
says the United States Daily. 


e 


District of Columbia 


Stock Sale to Parent Company 
Is Opposed 


HE public utilities commission has in- 

structed its general counsel to contest 
the right of the Chesapeake & Potomac Tele- 
phone Company, which serves the District of 
Columbia, to sell $5,000,000 of additional 
capital stock to the American Telephone and 
Telegraph Company. The latter company 
previously owned all of the outstanding stock 
of the operating company. 

The commission recently authorized the 
Chesapeake & Potomac Company to issue an 
additional $7,000,000 of stock, bringing the 
total capitalization of the company up to 
$20,000,000. The authorization order provided 
that the sale of the stock should conform in 
all respects to all laws and all regulations 
of the commission. A sale of this stock to 
the parent company, it is contended, would 
violate the so-called La Follette Antimerger 
Law, passed by Congress in 1913, which pro- 
vides that it shall be unlawful for any for- 
eign public utility corporation or for any 
foreign or local holding corporation to own, 
control, hold, or vote 20 per cent or more 
of the stock of any public utility in the Dis- 
trict without authority from Congress. 

The stock of the local company was all 
owned by the nation-wide company prior to 


the enactment of this law, and it is asserted 
by the companies that the sale of additional 
stock to the parent company does not vio- 
late the antimerger law as the relationship 
between the two is not changed in any man- 
ner. 

The antimerger law provides that the su- 
preme court of the District, on application 
of the District by its commissioners or by the 
United States and a stockholder in a public 
utility, may dissolve a public utility violating 
the act, and may require any foreign cor- 
poration to dispose of stock acquired in vio- 
lation of the law. 


Cab Rate War Waged 


Ts city of Washington is in the throes 
of its most severe cab rate war. Rates 
reached during July an all time low of a 
10-cent city-wide flat rate—exactly the same 
as the price of a street car ride in the city. 
Private taxi operators climaxed the rate war 
with the city-wide zone scale of 10 cents on 
July 15th. 

This drastic cut followed rate drops by 
virtually every cab company in the city, in- 
cluding the City Cab Company and the Dia- 
mond Cab Company. The Diamond Com- 
pany on July 14th reduced its rates to 20 
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cents in the city proper. This action was 
followed by the City Cab Company and the 
Broadmoor Taxi Company, which announced 
that they would operate for 15 cents, accord- 
ing to the Washington Herald. 

The public utilities commission stepped 
into the fray at one time to prevent inde- 
pendent drivers from giving away rides, but 
it was thought that the commission is bid- 
ing its time until its jurisdiction to fix cab 
rates is established. The power to fix rates 
to a limited extent was sustained in 1915, 
yet attempts by the commission to regulate 


cabs have, from time to time, been restrained 
by court injunction. The question has been 
raised whether the commission has power to 
fix minimum as well as maximum rates. 
Legislation has been pending in Congress 
specifically covering taxicab regulation and 
action on this legislation is expected at the 
next session. 

A peace conference was held, at the call 
of People’s Counsel Richmond B. Keech, on 
July 29th and several operators agreed to an 
increase in rates, but some of the operators 
have held to the cut rates. 


v 
Georgia 


Federal Court Hears Utility 
Attack on Gas Rates 


HE Augusta gas rate fight came before 

Special Master I. S. Hopkins of the Fed- 
eral court on July 22nd for hearing, and 
after the conclusion of testimony on July 
24th the city attorney was given until August 
15th to prepare and file briefs. The utility 
is attacking a commission rate order. 


The company alleged a property valuation 
in Augusta amounting to $1,460,000, while 
rate experts for the city fixed the valuation 
at between $800,000 and $900,000. A wide 
difference existed between expert opinions on 
the question of existing depreciation. There 
was also testimony that gas mains valued at 
$334,000 by a witness for the city could be 
laid $225,000 cheaper today than witnesses 
on the utility claimed the work could be 

one. 


Illinois 


Rate Increase Brings Threat by 
City to Purchase Waterworks 


HE city of Freeport, according to the 

Freeport Journal-Standard, may take 
steps to acquire the local water utility under 
optional terms contained in the franchise 
granted the company by the city in 1912. 
This threat is a part of local opposition to 
a water rate increase. 

The commission last year authorized a 
rate increase of 4.2 per cent. The utility 
believed that the increase was inadequate 
and obtained a temporary injunction in Fed- 
eral court restraining the commission from 
enforcing its order. An increase in rates 
amounting to 10 per cent was then made. 

A report furnished by A. W. Murray, of 
the Rawleigh Foundation, outlines two 
methods of procedure against the higher 
rates. He indicated that the city might com- 
promise the litigation by agreeing to a 10 
per cent increase and accepting, without dis- 
pute, the exhibits of additional expenditures 
since the commission’s valuation as contend- 
ed for by the company, which, it claims, jus- 
tifies the allowance of a 10 per cent in- 
crease. The other line of action outlined 
provides for defending the case in the Fed- 
eral court. 


The report outlines plans for a possible 
purchase of the utility property. A special 
election for the purpose of submitting the 
proposition to a vote of the people might be 
necessary, if objection is made to the pur- 
chase by 20 per cent of the voters by means 
of an objecting petition. 


> 


Franchise Violation Charged 
When City Buys Generator 


HE Kewanee Public Service Company 

has denied the legal right of the city of 
Kewanee to purchase, install, or operate a 
Diesel engine for boulevard lighting and 
water pumping electric generation. Not- 
withstanding this objection, says the Kewanee 
Star-Courier, the mayor has signed contracts 
for the purchase of the engine. 

The claim is made that an ordinance ap- 
proved in 1924 provides for a 20-year fran- 
chise upon payment of $130,000 and improv- 
ing gas, electric, and electric railway systems. 
The utility company states that it has con- 
tinuously and faithfully performed every 
provision of the contract strictly in accord- 
ance with its terms by purchasing the elec- 
tric generating plant and the electrical dis- 
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tribution system of the city, and has paid 
into the city treasury a sum equal to the 
amount expended therefor by the city, 
amounting to $130,000, and thereafter ex- 
pended large sums of money in improving the 
electric and gas distribution systems and es- 
tablishing a street railway system. The 
action of the city is said to be an infringe- 
ment upon the rights of the company ob- 
tained under the franchise contract. 

Opposition to the contract also developed 
in the council. One commissioner contended 
that by accepting a 20 per cent reduction 
in all street lighting and not utilizing a 
Diesel oil engine for boulevard lighting and 
water pumping the city would net a saving 
over the Diesel oil engine plan. 


Chicago Council Passes New 
Telephone Ordinance 


TS. Chicago council on July 20th, after a 
12-hour battle, passed a new franchise 
ordinance for the Illinois Bell Telephone 
Company. There was then considerable spec- 
ulation as to whether Mayor Cermak would 
sign or veto the measure. Approval of the 
ordinance would mean the payment of $,- 
250,000 in back compensation to the city. 

The board of directors of the Chicago 
Federation of Labor, according to the Chi- 
cago Herald-Examiner, is opposed to the 
franchise and was expected to call upon the 
mayor to veto it. 


e 


Indiana 


Area Accounting Basis 
Is Criticized 


A’ the resumption of hearings in Federal 
court in proceedings to obtain higher 
rates for the Southern Indiana Telephone & 
Telegraph Company, a witness said that the 
accounting department of the commission 
had found it difficult to analyze the financial 
affairs of the company because income books 
had been set - on the area basis, which 
takes in more than one exchange and rural 
extensions along with urban patrons. Other 
telephone companies, he said, followed the 
practice of confining their income accounting 
methods to the single exchange area, accord- 
ing to the Indianapolis News. 

Officers of the company in former rate 
hearings have explained that the area group- 
ing of properties is preferable to the ex- 
change basis for the reason that pioneering 
in rural extensions could be better carried 
on. 

This investigation of rates followed an ap- 
plication by the company last year for au- 
thority to raise its charges in thirty south- 
ern Indiana communities. The commission 
denied this authority with the statement that 
the people of southern Indiana afflicted by 
the drought and economic depression could 
not afford to pay higher rates for service. 

The company has contended for a valua- 
tion of $1,308,571 while public service com- 
mission engineers have placed the valuation 
at $943,000. Testimony was introduced to 
show that the value of the property had de- 
clined approximately 25 per cent from the 
appraised value in 1929, 

A detailed study of costs dealing with the 
allocation of company property to interstate 
and intrastate and local telephone messages 
as well as details of operation for each type 
of message was introduced in the proceeding 


over objections by the public service com- 
mission and towns interested in the rates. 


¥ 


County Action on Natural Gas 
Installation Is Postponed 


P= county commissioners at a hearing on 
July 17th declined to act on a request by 
the Ohio Fuel Gas Company for permission 
to construct a pipe line through the county. 
They said they would take no action until 
the public service commission had decided to 
refuse or to grant a certificate that would 
permit the Manufacturers’ Natural Gas As- 
sociation to establish lines to serve manu- 
facturers in Indianapolis with natural gas. 
They indicated, says the Indianapolis Star, 
that after a decision from the commission 
they would be able to treat all of the natural 
gas companies alike and consider their appli- 
cations at the same time. The Star adds: 

“The Ohio Fuel Gas Company is con- 
structing. a pipe line from Muncie to the 
Indiana-Illinois state line to connect with a 
similar line from the Texas Panhandle. 
The Muncie line carries gas from the eastern 
field in Ohio. 

“Warwick Wallace, attorney for the com- 
pany, argued that delay would be costly to 
his clients, and George Snider, one of the 
commissioners, replied by suggesting that the 
Ohio company go around the county or file 
suit in Federal court to mandate the county 
officials to permit construction of the line. 

“The Manufacturers’ Natural Gas Asso- 
ciation, Inc., is composed of sixteen In- 
dianapolis companies and is incorporated to 
issue $500,000 worth of stock. If permitted 
to operate pipe lines here, they will purchase 
their fuel from the Kentucky Natural Gas 
Company.” 
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Kansas 


Validity of Law Restricting 
Merchandising Is 
Questioned 


HE legislature this year prohibited mer- 

chandising of appliances by public utili- 
ties. Earl H. Hatcher, attorney for the pub- 
lic service commission, has asked the attor- 
ney general, Roland Boynton, for an opinion 
on the validity of the act. The United States 
Daily states: 

“Mr. Hatcher asserts that the act attempts 
to impose an arbitrary regulation upon one 
class of citizens, restricting the legal right 
of public utilities to sell merchandise in com- 
petition with other citizens.” 

The Daily quotes the following from Mr. 
Hatcher’s letter: “It is my opinion that the 
act is invalid on two grounds. The right to 
sell merchandise is granted to the various 

companies by charter. To single out the 
utilities in prohibiting merchandising would 
require an amendment of their charters. 

“The act is entitled: ‘An act providing for 
the protection of the public as consumers 
of electricity, gas, and water from unjust 
charges in rates; aiding the public service 
commission at arriving at just rates; pre- 
venting unfair discrimination in wholesale, 
retail, and manufacturing business of public 
utilities ; preventing misuse of merchandising 
by public utilities by making unlawful the 
manufacturing, leasing, distributing, and sell- 
ing of merchandise by public utilities; and 
relating thereto.’ 

“T do not believe that this title can be con- 
strued as an exercise by the legislature of 
its power to alter and amend corporate char- 
ters. The first section of the act is made 
applicable to individuals, firms, or corpora- 
tions and makes it quite clear that the altera- 
tion or amendment of corporate charters was 
never intended by the legislature and is not 
expressed in the body of the act. 

“The second reason for believing that the 
act is invalid is that it violates the Consti- 
tution of the United States, which provides: 
‘Nor shall any state deprive any person of 
life, liberty, or property without due process 
of law, nor deny to any person within its 
jurisdiction the protection of the laws.’ The 
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title of the act states that it is an act ‘aid- 
ing the public service commission at arriv- 
ing at just rates.’ 

“There is nothing in the body of the act 
which carries out this intention. The legis- 
lature did, no doubt, have in mind that if 
there could be no merchandising done by 
public utilities, merchandising expense could 
not be carried in the expense for rate-making 
purposes. That matter could have been dis- 
posed of by an enactment to that effect, but 
the act goes further and the real purpose of 
the act is disclosed by the part of the title 
which reads: ‘Preventing unfair discrimina- 
tion in wholesale, retail, and manufacturing 
business of public utilities.’ 

“It would appear that the act is largely 
devoted to the protection of merchants en- 
gaged in selling public utility appliances 
against competition by public utilities. If 
this is the case it is clearly legislation in 
favor of a particular class. The general pub- 
lic is in no way protected by this class legis- 
lation and the competitive advantage given 
to the particular merchants. 

“The legislature no doubt had the power 
to require the public utilities to keep separate 
accounts of the merchandise business, but 
when they destroyed this business. for the 
benefit of the particular class of merchants 
they took the property of the public utilities 
without due process of law, and denied to 
them the equal protection of the laws. 

“The legislature cannot place a regulation 
upon one class of citizens arbitrary in char- 
acter and restricting their rights and privi- 
leges or legal capacities, in a matter before 
unknown to the law, for the purpose of giv- 
ing a competitive advantage to another class 
of citizens. 

“Recent court decisions have enabled the 
public service commission to make rules re- 
quiring separate accounting of the merchan- 
dising business and no loss will result in this 
respect from the invalidity of the law. 

“We would appreciate it if you would give 
us an opinion upon this law at the earliest 
possible moment so that the public generally 
will not be seriously disturbed by any action 
which may follow. We can then, at the ear- 
liest possible time, have a test case to finally 
determine the validity of the act.” 


Maryland 


Cab Regulation Law May Be 
Submitted to Referendum 


HE recently enacted state taxicab law, 
which requires Baltimore cabs to carry 


meters and to provide liability insurance, may 
be submitted to a referendum vote in 1932, 
says the Taxi Weekly, which adds: 

“The attorney general’s office, it is said, 
will very soon confer with the secretary of 
state and if the petition is found in order, 


244 








ro 


—~ o =e 








PUBLIC UTILITIES FORTNIGHTLY 


the law, scheduled to become effective Janu- 
ary 1, 1932, will be voided pending a popular 
vote at the ” general elections next year. 

“Major operators here who favor complete 
financial responsibility and metered cabs feel 
that the industry will receive a severe blow 
if the law is voided. Its passage by the state 
legislature in the spring was hailed as a dis- 
tinct victory. At the time, public service 
commission officials, taxicab operators, and 
foresighted newspapers spoke in high terms 
of the new law. It was cited as an act that 
would weed out existing evils in the trade, 
give both the operator and the public reason- 
able protection, and guarantee a high stand- 
ard of taxicab service. If the law goes into 
effect, it will bar the driver-rental system 
and eliminate flat rate operations in Balti- 
more. 

“The announcement concerning the refer- 
endum petition was made by Samuel Aaron, 
counsel for the Sun Cab Company, a zone 
rate firm here. Sun Cab fought the measure 
bitterly while it was in the legislature, it is 
said. 


“One of the indefatigable workers for the 
passage of the law was Harold E. West, 
chairman of the Maryland Public Service 
Commission. 

“Sometime before the bill was introduced 
in the Maryland legislature, the commission 


had clashed with the Sun Cab Company over 
the question of compulsory liability. When 
it ordered that the Sun b Company take 


out specific amounts, the question was taken 
to the courts and the courts refused to up- 
hold the order. The present law was then 
sought, and its passage eliminated the possi- 
bility of a similar situation by giving the 
commission full authority to require liability 
insurance. 

“Operators who favor the law and who 
hope that it will go into effect as scheduled 
in January, declare that it will bring great 
relief to the Baltimore industry by stamping 
out flat rates, compelling meters, and requir- 
ing complete financial responsibility. These 
operators feel that a referendum is not need- 
ed and that it would only hold u the law 
and delay its eventual application fern. 


Michigan 


Water Rate Increase Is Said to 
Violate Agreement 


ea Park Improvement Associa- 
tion has protested installation of meters 
and payment of water rates twice as large 
as formerly and has asked the city commis- 
sion of East Grand Rapids to reconsider its 
action in making such changes, says the 
Grand Rapids Herald. 

The association states that the waterworks 
system at Woodcliff Park, including pipes, 
tanks, pumps, the pumphouse, dock, and 
amusements were given to the city in return 
for an agreement whereby the city was to 
keep the system in repair and give summer 


e 


service of water to present and future users 
at rates fixed by the municipality. Two 
weeks after the city took over the system, it 
is said, the system was abandoned, a flowing 
well was disconnected from a 5-inch suction 
pump to let the flow into a lake, the pump 
equipment was dismantled, electric motor and 
power equipments were removed, and the 
system was connected to the city water sys- 
tem. Water was served for a flat rate of 
$10 a season until this year, when the city 
manager notified the water users that they 
could receive service only through a meter 
system, that they would be obliged to pur- 
chase a meter at the city’s price of $13.50 
and installation, and that rates would be 
doubled. 


Minnesota 


Choice of Metered Phone Serv- 
ice Will Be Offered 


EASURED telephone service to be offered 

Minneapolis and St. Paul subscribers 
when the merger of the Northwestern Bell 
and Tri-State Telephone and Telegraph com- 
panies is completed will be optional Pa 
users, according to a statement of O. B. 
Jacobson, chairman of the Minnesota Tall 


road and Warehouse Commission, as report- 
ed in the Minneapolis Journal, which says: 

“The commission approved the merger con- 
tingent on the establishment of reduced rates, 
including a new residential two-party service 
of $2.50 for 50 calls a month and 5 cents a 
call for all additional calls. 

“Subscribers who average more than 60 
outgoing calls a month would save money 
by paying a flat $3 net rate, he said, and 
under the proposed new system they may ob- 
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tain service at the flat rate if they choose. 

“The new rates will save Minneapolis sub- 
scribers nearly $200,000 a year and St. Paul 
users $155,000 to $157,000, it was estimated 
by Frank Bracelin, general manager of the 
Northwestern Bell ‘Company, which proposes 
to purchase more than 94 per cent of the 
Tri-State common stock at a price in excess 
of $18,500,000. 

“The merger will be completed with ap- 
proval of the interstate commerce commis- 
sion, which is expected to announce its de- 
cision within sixty or ninety days.” 

St. Paul officials have criticized the merger 
approval and rate reduction order. They say 
the reduction amounts to about 3 per cent 
while the city wanted a reduction of 20 per 
cent in rates, and that a full investigation 
and hearing were not had. Much ado was 


made over the fact that a preliminary draft 
of the new schedules was made by telephone 
attorneys and adopted after revision by the 
commission. Commission members explained 
that this is the usual procedure followed by 
courts and commissions, in having one of 
the parties draft the technical provisions for 
the order for its submission to the tribunal 
for approval or change, after an agreement 
on the general terms has been reached. 

Commission members, according to the 
newspapers, have reminded the city of St. 
Paul that when an attempt was made in the 
legislature to obtain an appropriation for an 
investigation of the telephone business, there 
was no concerted support by the city. The 
commission, it is said, has reached by agree- 
ment the best terms possible without a com- 
plete investigation. 


New York 


Room-Rate Basis of Electric 
Rates Is Criticized 


hy ered rate schedules submitted by the 
Rockland Light and Power Company 
have been disapproved by a special commit- 
tee of the Port Jervis council, and the coun- 
cil has adopted the report of the committee, 
according to the Port Jervis Union. The 
room-rate basis feature seems to be the point 
of controversy. 

The company had submitted the new rate 
proposals through the public service commis- 
sion to induce the withdrawal of complaints 
pending before the commission. The rates 
proposed include a charge of 8 cents per kilo- 
watt hour for the first six kilowatt hours per 
month, per demand unit. All energy used 
beyond this amount would be charged for 
at 4 cents per kilowatt hour. In addition to 
these charges there would be a rate of 20 
cents net per month per demand unit with a 


minimum of six units. The number of de- 
mand units would generally be the same as 
the number of rooms, using the real estate 
count. The average rate in any month would 
not exceed 10 cents net per kilowatt hour 
except in case the minimum charge applies. 
This would be 75 cents net per month. 

Present cooking and power rates would be 
abolished to residential consumers and resi- 
dential service would be given through a sin- 
gle meter. 

The committee, in its report, “cannot see 
wherein the proposed compromise rate of- 
fers any relief whatsoever and we most em- 
phatically protest against the saddling on the 
people of the 20 cents per month per demand 
unit rate, contending that it is un-American, 
unfair, and dangerous to establish a prece- 
dent whereby the people are compelled to pay 
20 cents per room with a minimum -of six 
rooms, before they are allowed to use elec- 
— at a reasonable rate per kilowatt 

our.” 


e 


North Carolina 


General Rate Investigation Re- 
fused in Discrimination Case 


Atom company has started a proceed- 
ing before the state corporation commis- 
sion alleging that power rates are unreason- 
able and discriminatory. This consumer at 
the opening of hearings on July 16th attempt- 
ed to obtain a general investigation of the 
rates of the Virginia Electric and Power 


Company, which serves a large number of 
communities in northeastern North Carolina. 
Robert Ruark, attorney for the industrial 
company, argued that such an investigation 
should be made to determine whether his cli- 
ent’s rates were discriminatory since he al- 
leged that other consumers using similar 
service were getting a lower rate. 

The commission ruled against this conten- 
tion and held that the hearing would be lim- 
ited to the single issue of whether the in- 
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dustry was specifically discriminated against 
in the matter of discount. Judge L. R. Var- 
ser, counsel for the utility, had contended 
that there was no basis in the petition for 
a general investigation. 

Counsel for the mills indicated his inten- 
tion to contest a payment made by the utility 
for engineering service. 

The specific complaint of the mills is that 
other users of power with similar contracts 
are getting a 10 per cent discount for prompt 


payment, and another 10 per cent discount 
for being primary rather than secondary con- 
sumers of current. The Hart Mills using 
$8,000 worth of current a month, assert that 
this discriminates against them to the extent 
of $800 per month. The power company as- 
serts that the matter is up to the court and 
hinges on a question of law in interpretation 
of the contract under which service is ren- 
dered. A suit has also been started in the 
civil court to recover alleged overpayments. 
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Oklahoma 


Voters Approve Franchise 


A a special election the citizens of Morris, 
on July 28th, approved the granting of 
a new franchise to Oklahoma Natural Gas 
Corporation to supply gas service in that 
city for the next twenty-five years. The 
present gas distribution system in Morris is 
owned by Oklahoma Natural, which has 
operated there for years. 

The only stipulation in the new franchise 


as to the rates is that they shall be the same 
as in the city of Okmulgee, which also is 
served by the Oklahoma Natural system. 
The present rate for residential gas service 
> Okmulgee is 48 cents per thousand cubic 
eet. 

The Morris franchise is the first to be 
voted of a number of Oklahoma Natural 
franchises coming up for renewal this year, 
including those in Oklahoma City, Shawnee, 
and Tulsa. 


€ 


Oregon 


Street Car Hearing Is Scheduled 


C= Master O. P. Coshow, appointed by 
the Federal court to take testimony and 
submit findings, will begin hearings on Au- 
gust 17th in the suit of the Northwest Public 
Service Company to enjoin C. M. Thomas, 
commissioner of public utilities, from enforc- 
ing an order reducing street car fares in Port- 
land from 10 to 7 cents, says the Portland 
Journal. This date was agreed upon between 
attorneys and the special master. The main 
issue in the case is whether the fare reduc- 
tion is confiscatory. 


* 


Committee Reports on Service- 
At-Cost Franchise 


| apne meme of policy in granting a 
new street car franchise are included in 
a report of the subcommittee of six selected 
from the Portland mayor’s committee of 
twenty-five to study a service-at-cost fran- 
chise. High lights of the subcommittee’s re- 
port, quoting from the Portland Journal, are: 

“An adequate mass transportation system 
is an absolute economic necessity in Portland. 
This service must be rendered at a reasonable 
fare, but the committee believes that possi- 


bility and importance of reducing fare has 
been over-emphasized. Lowering of fares 
alone will not solve the mass transportation 
problem. 

“The committee is not in sympathy with 
proposals which would reduce street car fares 
at expense of the taxpayers, but does favor 
assumption by the taxpayers of certain un- 
just burdens now paid by the car rider. 

“Patronage has decreased so rapidly that 
under the circumstances the company cannot 
be expected to modernize its system, as pub- 
lic interest demands, or even to continue to 
operate on its present basis. 

“Portland’s next street railway franchise 
should take into account the increased use of 
motor busses and replacement of various 
types of street railway service by busses. 

“The committee favors incorporation of the 
service-at-cost principle in the next franchise. 
It believes there should be a sliding scale of 
fares and that the beginning should be an 8- 
cent fare for the first year. Salaries of of- 
ficials and employees should be adjusted as 
an incentive to more efficient operation. 

“The franchise must require purchase 
of new rolling stock to supersede anti- 
quated equipment. A definite sum should 
be stated to be spent for new equip- 
ment during the first three years of 
the franchise. The committee recommends 
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that this amount be not less than $2,000,000. 

“The franchise should be left open so that 
the latest developments in the industry could 
continually be used. 

“The street car company should recon- 
struct its trackage where it is not up to par. 
This cost should be supported by the street 
car rider rather than the taxpayer. The rails 
and the pavement, etc., should not be bought 
from the company, but it should be relieved 
of the expense of pavement. 

“The committee recommends general poli- 
cies that should be followed in determining 
valuation of the system—this to be arrived at 
by bargaining rather than by prescribed 
axioms of cost valuation of public utilities. 

“Unless the company is willing to accept a 


value considerably below any yet suggested 
and to take into account the obsolescence of 
its system and the lack of earnings the pres- 
ent system of regulation should be continued 
in effect. 

“The committee rejects the proposal that a 
member of the city council shoal be a mem- 
ber of the board of directors for the street 
railway company. 

“Bridge tolls constitute an unjust burden 
on street car riders and it is recommended 
that tolls be removed. Franchise fees should 
be removed. Free transportation for police 
and firemen should not be provided for in the 
new franchise. 

“No franchise should be granted compet- 
ing lines.” 
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Texas 


Merchandising by Utilities Is 
Basis for Forfeiture Suit 


TTORNEY General James V. Allred, ac- 

cording to the United States Daily, has 
declared that he will insist upon forfeiture of 
the charter of the San Antonio Public Serv- 
ice Company, receivership for its business, 
imposition of penalty fines, and ouster from 
the state of its foreign affiliate corporations, 
in a quo warranto suit charging the utility 
with violating the terms of its charter by en- 
gaging in the merchandising of appliances. 
He is quoted in the Daily as saying concern- 
ing his plans: 

“In these times of corporate mergers it is 
important that corporations be restricted to 
the legal purposes authorized by their char- 
ters. 

“T intend to press for all the penalties asked 
in the suit filed by the state against the San 
Antonio Public Service Company. 

“T am confident if this corporation is dis- 


solved, there will be plenty of others willing 
to carry on the business within legal limits of 
corporate powers. 

“Records show that the company already 
this year has paid large dividends on various 
classes of its stock, besides having set aside 
$200,000 to reserve. 

“The law says that when it is proven a cor- 
poration has violated the limits of its express 
charter powers, it is mandatory upon the court 
to declare the charter forfeited. I am setting 
out to prove that the corporate powers of the 
San Antonio Public Service Company have 
been exceeded when it entered the field of 
merchandising, and I shall insist upon the 
statutory penalty. 

“T intend to file other suits involving the 
same question. 

“Attorneys for various other utilities have 
consulted me about the matter, and it may 
be that numbers of them will have gotten out 
of the merchandising field before evidence 
can be worked up with respect to the firms 
individually.” 


@ 


Virginia 


Restrictions on Interstate Bus 
Tickets Are Proposed 


HE state corporation commission has 

notified bus operators that it is consid- 
ering the promulgation of a rule forbidding 
intrastate bus lines from selling or honoring 
tickets of any interstate line. Objections to 
the ruling have been presented by a number 
of bus operators, who contend that such ac- 
tion would be unconstitutional. 


The proposed rule, as reported in the Unit- 
ed States Daily, provides that: “No intrastate 
motor vehicle carrier shall sell, or honor, any 
ticket or tickets over any lines and/or sys- 
tems of any interstate motor vehicle carrier, 
or — into any interline agreement there- 
wit 

“The failure of any carrier to comply with 
this rule will be sufficient reason for the com- 
mission to issue a rule, and if at the hearing 
on such rule it be shown that such carrier 
has violated the same the commission is au- 
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thorized to revoke the certificate or certifi- 
cates of such carrier, and/or to impose a fine 
of not less than $50 nor more than $1,000.” 

Several companies have filed an answer to 
the commission’s proposal. They state that 
they are engaged in intrastate operation, and 
through affiliated companies in interstate busi- 
ness. They have joint tariff arrangements 
and agreements and interstate interline pas- 
senger tariffs whereby persons engaged in in- 
terstate journeys may purchase tickets from 
any one of the companies covering the entire 
trip. It is alleged that the effects of the pro- 
posed order, according to the report in the 
Daily, are: 

“(1). To prevent carriers engaged in in- 
terstate commerce in the state of Virginia 
from making contracts for the exchange of 
passengers and baggage by the sale of cou- 
pon tickets for continuous transportation in 


interstate commerce upon an agreed division 
of fares. 

“(2). To prevent a passenger in interstate 
commerce from making a contract for a con- 
tinuous passage at a single fare with a com- 
bination of carriers holding intrastate and in- 
terstate certificates from the state corporation 
commission of Virginia. 

“(3). To compel the separation, not of in- 
terstate and intrastate commerce, but all car- 
riers engaged in interstate commerce upon the 
classification of certificates issued by the state 
corporation commission of Virginia and to 
deny to each classification the right to con- 
tract with the other concerning continuous 
interstate transportation. 

“(4). Presumably to fix the interstate rates 
by a combination of intrastate rates under the 
control of the state corporation commission 
of Virginia.” 


Wisconsin 


Telephone Relationships Will 
Be Investigated 


HE commission has ordered an investi- 

gation into the relationship between the 
Wisconsin Telephone Company and related 
companies, including the American Telephone 
and Telegraph Company, the Western Elec- 
tric Company, the Bell Securities Company, 
the Graybar Company, and Bell Laboratories, 
Incorporated. The purpose of the investi- 
gation is to determine whether the payment 
of a percentage of revenues from telephone 
operations in the state and the charges made 
for equipment are reasonable. 

The propriety and effectiveness of the 
services of the American Telephone and Tele- 
graph Company to the Wisconsin Company 
is conceded, but the commission wants to de- 
termine whether the researches and activities 
of the general staff of the American Tele- 
phone and Telegraph Company on behalf of 
the associated companies actually reflect sav- 
ings to the associated companies. 

Secondly, assuming that the activities of 
the American Telephone and Telegraph Com- 
pany under the license contract do produce 
economies, the question is raised whether 
these economies are passed on to the sub- 
scribers for telephone service in Wisconsin 
communities. 

Furthermore, because it is a matter of 
eommon knowledge that the American Tele- 
phone and Telegraph Company and the West- 
ern Electric Company are also engaged in 
the movietone, telephoto, and other telephone 
businesses, it may be said that its extra- 


telephone services and equipment are essen- 
tially by-products of the telephone business, 
and the commission wants to know whether 
the entire charge for development of inves- 
tigations by the American Telephone and 
Telegraph Company prior to the time when 
these by-products became practical for manu- 
facture and sale has been charged to Wis- 
consin telephone users. 

In the case of the Western Electric Com- 
pany relationship, the commission proposes 
to determine whether economies of produc- 
tion and distribution are passed on to the 
Wisconsin Telephone Company. This rela- 
tionship is said to be a vital issue, as indi- 
cated by the fact that during the year 1930 
in the Madison exchange alone there was 
added $75,000 in station equipment and in 
the year 1929 almost $100,000, and in the 
same period there was added $110,000 and 
$40,000 in exchange underground conduits, 
and $50,000 and $30,000 in exchange under- 
ground cable. Most, if not all of it, we are 
told, represents purchases from the Western 
Electric Company. 

The commission expresses the opinion that 
it would be a waste of energy, time, and 
money to investigate the situation in a par- 
ticular city; and, by reason of the fact that 
it believes the statewide basis for telephone 
rate making is a sound and fair one, the in- 
vestigation is ordered on a statewide basis. 

The commission is requiring the company 
to submit extensive data on the subject under 
investigation. Expenses reasonably attribu- 
table to the investigation are to be assessed 
against and charged to the Wisconsin Tele- 
phone Company. 
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The Latest Utility Rulings 





Taxpayers May Not Demand Use of Municipal Plant 
Revenues to Retire Bonds 


HE Oklahoma state Constitution 

(§ 27, Art. 10) provides that any 
municipality in that state may, by a ma- 
jority of its qualified taxpayer voters, 
voting at a special election, be allowed 
to become indebted in a larger amount 
than that specified in another section 
(§ 26) of the Constitution, for the pur- 
pose of purchasing or constructing pub- 
lic utilities or for repairing the same, to 
be owned exclusively by such munic- 
ipality. This section of the Constitution 
also provides that any such municipality 
incurring such indebtedness shall have 
the power to provide for collection of 
an annual tax in addition to other taxes 
sufficient to pay the interest upon an 
indebtedness for its utilities when such 
indebtedness falls due, and also to con- 
stitute a sinking fund for the payment 
of the principal within twenty-five years 
from the time of contracting the obli- 
gation. 

In other words, Oklahoma taxpayers 
may, by signifying their assent at a spe- 
cial election, agree to finance the con- 
struction and maintenance of municipal 
utilities out of tax funds. The Constitu- 
tion does not, however, provide for the 


regulation of the rates of such plants 
by a state commission, nor does it speci- 
fy the uses towards which revenues 
from the plant must be devoted by the 
municipality. 

Recently a taxpayer of the city of 
Okmulgee sued in court to restrain cer- 
tain tax levies—by the treasurer of Ok- 
mulgee county. It appears that the city 
of Okmulgee had issued bonds pursuant 
to the authority granted by the Consti- 
tution for the construction of a water 
department. The recent tax levies were 
said to defray among other public ex- 
penses the cost of the payment of these 
bonds. The taxpayer took the position 
that in so much as the water department 
had earned revenues over and above the 
cost of operating expenses, such reve- 
nues ought to be applied on the payment 
of the bonds. The supreme court of 
Oklahoma overruled the taxpayer’s con- 
tention on this point by holding that 
neither the statutes nor the Constitu- 
tion of the state specifically prescribes 
the purpose to which profits derived 
from municipally owned utilities must 
be appropriated. Jones v. Blaine (Okla. 
Sup. Ct.) No. 20026, 300 Pac. 369. 


7 
A Utility Is Required to Eliminate Optional Rates 


Sh HERE is comparatively little report- 
ed authority upon the proposition 
of whether or not a utility is required 
to place its customers at all times upon 
the most favorable rate available for 
such customer. In this department of 
the July 23d issue of Pusiic UTILI- 
TIES FORTNIGHTLY there was report- 
ed a digest of a recent decision of 
the Pennsylvania commission deciding 
this point in favor of the utility (Speer 


& Co. v. Duquesne Light Co.). In that 
case the Pennsylvania commission held 
that while a utility has the duty to make 
proper classifications of its service and 
to prescribe rates accordingly, it does 
not have the additional obligation to de- 
termine the cheaper of two optional 
rates for its patrons. The Pennsylvania 
commission pointed out that no public 
service company is advised beforehand 
what: amount of usage a given customer 
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will make of its service, or how effi- 
ciently it will be taken and that the 
choice between two such reasonable 
rates may properly be left to the con- 
sumer under ordinary circumstances. 
The Pennsylvania commission did, how- 
ever, concede the possibility of a utility 
making its classificaton of consumers 
unnecessarily complicated by the pre- 
scription of an unwarranted number of 
optional rates. 

Now comes a criticism of the optional 
form of rates, in a recent opinion of the 
New York Public Service Commission, 
written by Chairman Maltbie, following 
an inquiry into the rate practices of the 
Long Island Lighting Company. Chair- 
man Maltbie’s decision holds, in brief, 
that if a customer of a public utility is 
charged with the duty of selecting the 
optional rate schedule most advanta- 
geous to him and the utility is relieved 
of responsibility in the matter, it may 
well be that optional rates should be de- 
clared unreasonable and improper. 

The particular complainant in the 
New York case, it appears, was in Cal- 
ifornia during 1929 and 1930, during 
which time he was billed under the 
more unfavorable of two alternative 
rates for gas service to his Long Island 


home. Only in 1931 did he notice the 
optional rate on one of his gas bills. 

In directing the utility to submit a 
new schedule eliminating the optional 
rate and applying the same rate to all 
consumers of a single class, Chairman 
Maltbie’s opinion stated : 


“As a matter of fact, it is admitted that 
under optional rates, as in the instant case, 
customers using exactly the same amount 
of gas or electricity and in the same months 
are charged different rates. The only de- 
fense is that an option has been given the 
customer; that if he does not select the 
most advantageous rate, it is his fault; and 
that he must keep informed of his options 
at all times and act wisely. 

“If this be sound, it is obviously a seri- 
ous criticism of optional rates. It may be 
a move to shift responsibility placed by law 
upon the utility companies from their 
shoulders to customers. But if the respon- 
sibility is so shifted and if utilities are under 
no obligations to guard against such obvi- 
ous improper charges as in the case now 
before us, it may well be that optional rates 
should be declared unreasonable and im- 
proper and that the commission should an- 
nounce its opposition to such rates.” 


The New York opinion points out the 
fact that the commission “has no power 
to order reparation, as have many other 
commissions.” Re Long Island Light- 
ing Co. (N. Y.) Case No. 6748. 


e 


Limitation of Liability by a State Commission for Bus 
Baggage Is Sustained 


t has been the law in North Carolina 
for some time that common carriers 
could not make a valid contract limiting 
liability for negligence resulting in loss 
or damage to the Baggage of a passen- 
ger (Cooper v. Southern Railroad, 161 
N. C. 400). The legislature of that 
state in 1927, however, passed a law 
(Chap. 136, Public Laws of 1927) giv- 
ing to the corporation commission fair- 
ly broad powers for the regulation and 
supervision of intrastate motor carriers. 
In the exercise of these statutory pow- 
ers the corporation commission adopted 
a regulation limiting the amount of bag- 
gage to be carried without extra charge 


on intrastate busses and limiting the lia- 
bility of the carrier for loss or damage 
to such baggage to $50, in the absence 
of a declared higher valuation and the 
payment of an extra charge as provided 
by tariff regulations filed with and ap- 
proved by the commission. 

Recently, R. A. Knight, a passenger 
traveling from Rocky Mount to Dur- 
ham lost his bag and contents which 
was found by a trial jury to be worth 
$148. The carrier objected that the 
commission’s regulation as shown on 
Mr. Knight’s claim check restricted the 
liability to $50. 

The question before the supreme 
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court of the state, therefore, was to de- 
termine whether the 1927 law and the 
action of the commission by virtue of 
such law took Mr. Knight’s case out of 
the application of the Cooper Case 
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above mentioned. The court held that 
it did have such effect and sustained the 
1927 law, as well as the regulation of 
the commission. Knight v. Carolina 
Coach Co. (N.C. Sup. Ct.) No. 253. 


e 


Carriers Cannot Evade Filed Rates by Special Agreement 


ee receiver appointed for a ferry 
company operating across Puget 
Sound recently instituted proceedings 
in the Washington Supreme Court to 
recover from a bus company the dif- 
ference between rates actually paid to 
the ferry company for the transporta- 
tion of busses and the duly authorized 
rates for such service on file with the 
Washington Department of Public 
Works. It appeared that lower rates 
had been paid by the bus company un- 
der an agreement with the ferry com- 
pany. In the instant proceeding the 
bus company urged that the payment 
and acceptance of the ferry rate under 
such special agreement less than the 


rate fixed by tariff was an accord and 
satisfaction, which prevented the ferry 
company from recovering the differ- 
ence. 

The supreme court of Washington, 
however, in sustaining the receiver’s 
suit held that the tariffs filed with the 
department of public works were effec- 
tive until modified and that they could 
not be evaded by agreement between 
a carrier and its patrons. Incidentally, 
the court also held that jurisdiction 
over such a proceeding was not vested 
exclusively in the department of public 
works. Robinson v. Wolverton Auto 
Bus Co. (Wash. Sup. Ct.) No. 22746, 
300 Pac. 533. 


7 


Irregular Motor Carrier Service Is Authorized in Colorado 


ce Colorado commission has 
adopted the policy of granting cer- 
tificates of convenience and necessity 
for the operation of “irregular” motor 
carriers for the transportation of house- 
hold goods and freight. These certifi- 
cates permit the holders to operate at 
any time between any two points in the 
state as compared with the restrictions 
as to territory and terminals imposed 
upon regularly scheduled carriers. 
Such irregular authority, however, is 
conditioned upon the requirement that 
transportation of all freight, except 
household goods, between points singly 
served or in combination by scheduled 
carriers must be for a rate at least 20 
per cent in excess of the regularly 
scheduled carriers’ rate. It is further 
provided that such rates for a regular 
service shall not be lower than those 


rates carried on file with the commis- 
sion by the Colorado Transfer & Ware- 
housemen’s Association. 

In a recent proceeding involving an 
application for such a certificate, the 
applicant attempted to point out a dis- 
tinction between the service he was ren- 
dering and common carrier service by 
claiming that instead of making a 
charge for actual transportation he 
made a_ so-called “service charge” 
against his patrons. The commission 
was of the opinion, however, that this 
was a mere subterfuge and the appli- 
cant should be required to furnish the 
commission with a record of all freight 
transported by him as a common carrier 
under such arrangement, and to pay a 
proper road tax. Re Levy’s Transfer 
& Storage Co. (Colo.) Application No. 
1587, Decision No. 3466. 
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A State Commission May Require Local Station Improvement 
by an Interstate Rail Carrier 


PON complaint of the local chamber 
U of commerce the Colorado com- 
mission has ordered the Colorado & 
Southern Railway Company to improve 
the comfort, convenience, and appear- 
ance of its railway station at Boulder 
by installing adequate heating facilities 
and renovating the station grounds. 

The company had objected to the 
commission’s jurisdiction because of the 
fact that it was engaged in interstate 
commerce. The commission was of the 
opinion, however, that the fact that a 
railway station is used in interstate 
commerce does not prevent proper state 
authorities from reasonable regulation 


to the end that adequate and proper 
comfort, service, and convenience might 
be given and afforded to those traveling 
in intrastate commerce. The commis- 
sion observed that it was very question- 
able whether it could give any regard 
to zsthetic and other considerations 
bearing on attractive architectural form 
in such a proceeding. Its observation 
was prompted by an objection of the 
complainant to an unsightly cupola and 
other alleged “architectural monstrosi- 
ties” at the old station. Boulder Cham- 
ber of Commerce v. Colorado & South- 
ern Railway Co. et al. (Colo.) Case No. 
460, Decision No. 3497. 


Air-Butane Gas Service Is Authorized for Small 
New York State Community 


ast May the New York state Pub- 

lic Service Commission handed 
down an order denying an application 
of the Central Hudson Gas & Electric 
Company to construct a transmission 
pipe line beneath the Hudson river from 
its system in Poughkeepsie on the east- 
ern shore to serve artificial gas to cer- 
tain small communities on the western 
side. This action by the commission 
was taken because of the failure of the 
company to submit sufficient definite 
data to show that the project would be 
economically practical and would not 
become a drain upon its established 
system, and the order was without prej- 
udice to the right of the company to 


renew the application upon the comple- 
tion of supplemental studies. 

More recently, the company has asked 
the commission for authority to serve 
these communities under a different set- 
up. The new plan is to substitute a 
local air-butane gas plant for the orig- 
inally proposed piped artificial supply. 
The commission has granted this ap- 
plication upon a showing that while the 
immediate prospective earnings of the 
proposed system will not be very prof- 
itable they will at least prevent the new 
service from becoming a drain upon the 
more profitable units. Re Central Hud- 
son Gas & Electric Corp. (N. Y.) Case 
Nos. 6490, 6543, 6503. 


The Respective Use of Terminal Facilities by Two 


Rail Carriers 


I“ determining the proportionate use 
made of the union station of the 
Boston Terminal Company in the city 
of Boston by the New York, New 
Haven & Hartford Railroad Company 


Is Determined 


and the New York Central Railroad 
Company, in order to fix their respec- 
tive shares in defraying the cost of ad- 
ministration, maintenance, and opera- 
tion of such station, the Massachusetts 
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